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PREFACE 


In writing this book on the issue of Shares, 
Debentures and Bonds, I have endeavoured 
to deal with the subject in a practical man- 
ner. It is hoped that the specimen forms for 
use in connection with the issue of capital 
may be more particularly of service to Se®§- 
taries and Registrars of Companies, as well as 
practising Accountants actually concerned in 
the work of dealing with issues. 

At the same time, it is also hoped that the 
book may be found of general use to all con- 
cerned in the important branch of present- 
day finance indicated by the title, and to 
students. 

HAROLD W. BATTY 

126 Bishopsgate 

London, E.C.2 
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THE 


ISSUE OF SHARES, DEBENTURES 
AND BONDS 

BY JOINT STOCK COMPANIES 

CHAPTER I 

METHODS OF RAISING CAPITAL 

The raising of capital in one form or another 
by joint stock companies for the promotion 
or development of business enterprise is an 
integral part of the economic structure. 

The capital may be required to promote a 
new enterprise, for the expansion of an 
established one or for the resuscitation of 
one which has not been successful. 

A company may be a “one man concern,” 
that is to say, the whole of the capital, with 
the exception of one share, may be found by 
a single individual, the primary object of the 
formation of a company being, in such 
cases, usually the protection of limited 
liability, but frequently it is desired to intro- 
duce the capital of others, either because 
the leader of the enterprise does not desire 
to put up all the capital necessary or desir- 
able, or, more frequently, because he is 
unable to do so and can trade to better 
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advantage by utilizing more capital than he 
himself has available. 

The raising of the required capital may be 
by various methods. Broadly, it is either by 
private placings or by public issue, but there 
are varying gradations, merging one more or 
less into the other. Thus, a private placing 
of capital may be strictly limited to an offer 
of shares to the family or immediate entou- 
rage of the promoter or the appeal may be 
to a wider circle, e.g. to the shareholders 
of an existing company. Again, the issue, 
although to a Hmited circle, may be made 
either with the intent that the investment 
should not be readily marketable or with 
the intention that the allottees shall have 
every opportunity of disposing of their in- 
vestment. Where the offer is to the general 
pubhc, it is practically essential that facili- 
ties for buying and selhng should be avail- 
able, and the desire for marketabihty is 
often one of the reasons for making a public 
offer. 

The Companies Act, 1929, which governs 
all companies other than those formed by 
Royal Charter or by special Acts of Parha- 
ment, provides for private companies and 
pubhc companies, a private company being 
defined by Section 26 of the Act as one which 
by its Articles — 

(a) restricts the right to transfer its 

shares; and 
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(6) limits the number of its members to 
fifty, not including persons who are in the 
employment of the company and persons 
who, having been formerly in the employ- 
ment of the company, were while in that 
employment, and have continued after the 
determination of that employment to be, 
members of the company ; and 

(c) prohibits any invitation to the public 
to subscribe for any shares or debentures of 
the company. 

Private companies enjoy certain privileges 
and exemptions provided they comply with 
the provisions of their Articles. 

The prohibition of any invitation to the 
pubhc to subscribe and the limitation on the 
number of shareholders render the formation 
of a private company an unsuitable medium 
for the raising of capital, except in the case 
of a family concern or an enterprise appealing 
to a few persons. 

On the other hand, there is, of course, no 
obligation on a public company to appeal to 
the pubhc for capital, though it is free to do 
so. A pubhc company must, before pro- 
ceeding to allotment, either issue a prospectus 
(having first dehvered to the Registrar of 
Companies a copy in accordance with Section 
34, C.A., 1929) or dehvered to the Registrar 
a statement in heu of prospectus (Section 40), 
and shall not commence any business or 
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exercise any borrowing powers until this has 
been done and 

(а) In the case of a company having 
issued a prospectus, shares held subject to 
the payment of the whole amount thereof 
in cash have been allotted to an amount 
not less in the whole than the minimum 
subscription (as set out in the prospectus). 

(б) Every director has paid to the com- 
pany on each of the shares taken or con- 
tracted to be taken by him and for which 
he is liable to pay in cash a proportion 
equal to the proportion payable on applica- 
tion and allotment on the shares (i) offered 
for subscription on a prospectus or (ii) 
payable in cash, where a prospectus is not 
issued. 

(c) There has been dehvered to the Regis- 
trar of Companies for registration a statu- 
tory declaration by the secretary or one of 
the directors in the prescribed form that 
paragraphs (a) where apphcable and (6) 
have been comphed with (Section 94). 

Consequently, in the case of a pubhc com- 
pany, the initial capital can be raised either 
on a prospectus or privately, after a state- 
ment in lieu of prospectus has been dehvered 
for registration. 

Once the initial capital has been raised and 
the company has obtained its certificate to 
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commence business, subsequent issues can 
always be made to the public on a further 
prospectus, by issue to existing shareholders 
or by a private placing. 



CHAPTER II 

FORMS OF CAPTIAL 

Capital may be issued in the form of either 
loan capital or share capital. Loan capital 
issued to the public is usually in the form of 
debentures or debenture stock, either with or 
without some form of mortgage or charge. A 
common form of charge is a mortgage of 
the fixed assets and/or a floating charge 
on the whole undertaking, with, frequently, 
trustees for the debenture or debenture-stock 
holders. 

It is a not uncommon mistake to suppose 
that debentures necessarily give some charge ; 
this is not so. Where no charge is given, 
the debentures are often called by another 
name, e.g. notes. 

Debentures and debenture stock are re- 
deemable in accordance with the terms of 
issue or may be irredeemable (Section 74). 
Debentures which have been redeemed may, 
in certain cases, be re-issued (Section 75). 

It is a general principle of law that an 
undertaking to lend money cannot be en- 
forced, but Section 76, C.A., 1929, provides 
that a contract with a company to take up 
and pay for any debentures of the company 
may be enforced by an order for specific 
performance. 
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Share capital may be divided into various 
kinds of shares, each being given different 
rights with varying names, e.g. preference, 
preferred ordinary, ordinary, deferred ordin- 
ary, etc. Share capital is necessarily per- 
manent, except that, since the coming into 
force of the C.A., 1929, it has been legal to 
issue redeemable preference shares. 

Redeemable preference shares can be issued 
only if the company is so authorized by its 
Articles of Association, and even then the 
shares can be redeemed only out of a new 
issue of shares or out of profits set aside to a 
capital redemption reserve fund, which can 
be applied in paying up unissued shares of the 
company to be issued to members of the com- 
pany as fully-paid bonus shares. Until so 
applied, the provisions of the Act relating to 
the reduction of share capital apply as if the 
capital redemption reserve fund were paid-up 
share capital (Section 46). 

In effect, therefore, redeemable preference 
shares are (like other forms of share capital) 
permanent capital, since, when redeemed, 
they must either be replaced by share capital 
to a similar amount not liable to redemption 
or by a capital redemption reserve fund 
created out of profits, which is then treated as 
an addition to the share capital. 

Share capital, although permanent, may in 
certain circumstances be repaid to the share- 
holders, but this can only be done with the 
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consent of the Court (Section 55), except, of 
course, in a liquidation. 

The object of these provisions is to safe- 
guard the interests of creditors, who might 
otherwise suffer by the depletion of assets 
which should be available to meet claims. 

For a similar reason, although it is lawful 
in certain circumstances for a company to 
issue shares at a discount (Section 47), this 
course also requires the Court’s sanction. 

Thus, it may be said that, except as pro- 
vided for under Section 47, and except that a 
commission not exceeding 10 per cent of the 
price at which shares are issued and customary 
brokerage may be paid (Section 43), a com- 
pany’s share capital can only be issued for 
cash to the full nominal amount being paid or 
for money’s worth, and, although the capital 
may subsequently be depleted by assets being 
acquired at too high a price or by revenue 
losses, the aim of the law appears to be that, 
as far as possible, the share capital shall 
remain intact, or, at least, that it shall not be 
reduced by payments to shareholders, except 
in such cases as may receive the Court’s 
approval. 

Loan capital, being in a different category, 
can always be issued at a discount and it is, in 
fact, by no means uncommon so to issue it. 
It will be repayable in accordance with the 
terms of issue, which frequently provide for a 
premium being payable upon redemption. 



CHAPTER III 

PROSPECTUS REQUIREMENTS 

Stringent requirements are laid down in the 
C.A. as to the contents of the prospectus. A 
prospectus issued by or on behalf of a com- 
pany or in relation to an intended company 
must be dated, and that date shall, unless the 
contrary is proved, be taken as the date of 
publication. A copy of every such prospec- 
tus, signed by every person named therein as 
a director or proposed director, or by his 
agent authorized in writing, shall be delivered 
to the Registrar of Companies for registration 
on or before the date of pubhcation, and no 
such prospectus shall be issued until this has 
been done. 

The Registrar will not register a prospectus 
unless it is dated and the copy signed as 
required, and the prospectus must state on 
the face of it that a copy has been delivered 
for registration (Section 34). 

It will be noted from the wording of the 
Act that a prospectus may be lodged for 
registration and issued prior to the registra- 
tion of the company, although in practice 
this is seldom done. 

Every prospectus issued by or on behalf of 
a company, or by or on behalf of any person 
who is or has been engaged or interested in 
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the formation of the company, must state the 
matters specified in Part I of the Fourth 
Schedule to the Act and set out the reports 
specified in Part II of that Schedule, subject 
to the provisions contained in Part III of the 
Schedule (Section 35). These provisions are 
as follow — 


PART I 

Matters required to be stated in Fros'pectus 

1 . Except whore the prospectus is published as a newspaper 
advertisement, the contents of the memorandum with the 
names, descriptions and addresses of the signatories and the 
number of shares subscribed by them respectively. 

2. The number of founders or management or deferred 
shares, if any, and the nature and extent of the interest of the 
holders in the property and profits of the company. 

3. The number of shares, if any, fixed by the Articles as the 
qualification of a director, and any provision in the Articles 
as to the remuneration of the directors. 

4. The names, descriptions and addresses of the directors 
or proposed directors. 

5. Where shares are offered to the public for subscription, 
particulars as to — 

(i) The minimum amount which, in the opinion of the 
directors, must be raised by the issue of those shares in order 
to provide the sums, or, if part thereof is to be defrayed in any 
other manner, the balance of the sums, required to be provided 
in respect of each of the following matters — 

(a) the purchase price of any property purchased or to 
be purchased which is to be defrayed in whole or in part 
out of the proceeds of the issue ; 

(b) any preliminary expenses payable by the company, 
and any commission so payable to any person in considera- 
tion of his agreeing to subscribe for, or of his procuring or 
agreeing to procure subscriptions for, any shares in the 
company ; 

(c) the repayment of any moneys borrowed by the com- 
pany in respect of any of the foregoing matters ; 

(d) working capital ; and 

(ii) The amounts to be provided in respect of the matters 
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aforesaid otherwise than out of the proceeds of the issue 
and the sources out of which those amounts are to be 
provided. 

6. The amount payable on application and allotment on 
each share, and, in the case of a second or subsequent offer 
of shares, the amount offered for subscription on each previous 
allotment made within the two preceding years, the amount 
actually allotted and the amount, if any, paid on the shares 
so allotted. 

7. The number and amount of shares and debentures which 
within the two preceding years have been issued, or agreed 
to be issued, as fully or partly paid up otherwise than in cash, 
and in the latter case the extent to which they are so paid up, 
and in either case the consideration for which those shares or 
debentures have been issued or are proposed or intended to 
be issued. 

8. The names and addresses of the vendors of any property 
purchased or acquired by the company, or proposed so to be 
purchased or acquired, which is to be paid for wholly or partly 
out of the proceeds of the issue offered for subscription by the 
prospectus, or the purchase or acquisition of which has not 
been completed at the date of issue of the prospectus, and the 
amount payable in cash, shares or debentures to the vendor, 
and where there is more than one separate vendor, or the com- 
pany is a sub-purchaser, the amount so payable to each 
vendor. 

9. The amount, if any, paid or payable as purchase money 
in cash, shares or debentures for any such property as afore- 
said, specifying the amount, if any, payable for goodwill. 

10. The amount, if any, paid within the two preceding 
years, or payable, as commission (but not including com- 
mission to sub-underwriters) for subscribing or agreeing to 
subscribe, or procuring or agreeing to procure subscriptions, 
for any shares in, or debentures of, the company, or the rate of 
any such commission. 

11. The amount or estimated amount of preliminary 
expenses. 

12. The amount paid within the two preceding years or 
intended to be paid to any promoter, and the consideration for 
any such payment. 

13. The dates and parties to every material contract, not 
being a contract entered into in the ordinary course of the 
business carried on or intended to be carried on by the com- 
pany or a contract entered into more than two years before 
the date of issue of the prospectus, and a reasonable time and 
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place at which any such material contract or a copy thereof 
may be inspected. 

14. The names and addresses of the auditors, if any, of the 
company. 

15. Full particulars of the nature and extent of the interest, 
if any, of every director in the promotion of, or in the property 
proposed to be acquired by, the company, or, where the in- 
terest of such a director consists in being a partner in a firm, 
the nature and extent of the interest of the firm, with a state- 
ment of all sums paid or agreed to be paid to him or to the 
firm in cash or shares or otherwise by any person either to 
induce him to become, or to qualify him as a director, or 
otherwise for services rendered by him or by the firm in 
connection with the promotion or formation of the company. 

16. If the prospectus invites the public to subscribe for 
sliares in the company and the share capital of the company 
is divided into different classes of shares, the right of voting 
at meetings of the company conferred by, and the rights in 
respect of capital and dividends attached to, the several classes 
of shares respectively. 

17. In the case of a company which has been carrying on 
business, or of a business which has been carried on for less 
than three years, the length of time during which the business 
of the company or the business to be acquired, as the case may 
be, has been carried on. 


PART n 

Beports to be set out in Prospectus 

1. A report by the auditors of the company with respect 
to the profits of the company in respect of each of the three 
financial years immediately preceding the issue of the pros- 
pectus, and with respect to the rates of the dividends, if any, 
paid by the company in respect of each class of shares in the 
company in respect of each of the said three years, giving 
particulars of each such class of shares on which such dividends 
have been paid and particulars of the cases in which no divi- 
dends have been paid in respect of any class of shares in respect 
of any of those years, and, if no accounts have been made up 
in respect of any part of the period of three years ending on a 
date three months before the issue of the prospectus, con- 
taining a statement of that fact. 

2. If the proceeds, or any part of the proceeds, of the issue 
of the shares or debentures are or is to be applied directly or 
indirectly in the purchase of any business, a report made by 
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accountants who shall be named in the prospectus upon the 
profits of the business in respect of each of the three financial 
years immediately preceding the issue of the prospectus. 

PART m 

Provisions applying to Parts I and II of Schedule 

1. The provisions of this Schedule with respect to the 
memorandum and the qualification, remuneration and interest 
of directors, the names, descriptions and addresses of directors 
or proposed directors, and the amount or estimated amount 
of the preliminary expenses, shall not apply in the case of a 
prospectus issued more than two years after the date at which 
the company is entitled to commence business. 

2. Every person shall for the purposes of this Schedule 
be deemed to be a vendor who has entered into any contract, 
absolute or conditional, for the sale or purchase, or for any 
option of purchase, of any property to be acquired by the 
company, in any case where — 

(а) the purchase money is not fully paid at the date of 
the issue of the prospectus ; 

(б) the purchase money is to be paid or satisfied wholly 
or in part out of the proceeds of the issue offered for sub- 
scription by the prospectus ; 

(c) the contract depends for its validity or fulfilment on 
the result of that issue. 

3. Where any property to be acquired by the company is to 
be taken on lease, this Schedule shall have effect as if the 
expression ‘‘vendor’’ included the lessor, and the expression 
“purchase money” included the consideration for the lease, 
and the expression “sub-purchaser” included a sub-lessee. 

4. For the purposes of paragraph 8 of Part I of this Schedule 
where the vendors or any of them are a firm, the members of 
the firm shall not be treated as separate vendors. 

. 5. If in the case of a company which has been carrying on 
business, or of a business which has been carried on for less 
than three years, the accounts of the company or business have 
only been made up in respect of two years or one year. Part II 
of this Schedule shall have effect as if references to two years 
or one year, as the case may be, were substituted for references 
to three years. 

6. The expression “financial year” in Part II of this 
Schedule means the year in respect of which the accounts of 
the company or of the business, as the case may be, are made 
up, and where by reason of any alteration of the date on which 
the financial year of the company or business terminates 
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the accounts of the company or business have been made up 
for a period greater or less than a year, that greater or less 
period shall for the purpose of the said Part of this Schedule 
be deemed to be a financial year. 

At one time, it was common for prospec- 
tuses to contain a clause binding applicants 
to waive full compKance with the require- 
ments as to disclosure of material contracts, 
but, under the present Act, such a condition 
is void. 

It is not lawful to issue any form of applica- 
tion for shares in or debentures of a company 
unless the form is issued with a prospectus 
which complies with the requirements of the 
Act, but this shall not apply if it is shown that 
the form of application was issued either — 
{a) in connection with a bona fide invita- 
tion to a person to enter into an under- 
writing agreement with respect to the 
shares or debentures; or 

(6) in relation to shares or debentures 
which are not offered to the public (Sec- 
tion 35). 

To ensure that an offer to a class of person 
shall not be construed as an offer to the 
pubhc, the persons to whom the offer is made 
should be rigidly restricted, but an offer to 
the existing shareholders or debenture-holders 
of a company, whether an applicant will or 
will not have the right to renounce in favour 
of other persons, is specifically exempted 
from the requirements of the section. 
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Where a company allots or agrees to allot 
any shares or debentures of the company with 
a view to all or any of those shares or deben- 
tures being offered for sale to the public, 
any document by which the offer for sale to 
the pubhc is made shall for all purposes be 
deemed to be a prospectus issued by the com- 
pany. It shall, unless the contrary is proved, 
be evidence that an allotment of, or an agree- 
ment to allot, shares or debentures was made 
with a view to the shares or debentures being 
offered for sale to the public if it is shown — 

(a) that an offer of the shares or deben- 
tures or of any of them for sale to the 
public was made within six months after 
the allotment or agreement to allot ; or 

{b) that at the date when the offer was 
made the whole consideration to be received 
by the company in respect of the shares 
or debentures had not been so received 
(Section 38). 

It will be seen that, if it is desired to intro- 
duce pubhc capital into a company, it is not 
easy to avoid the issue of a prospectus, with 
its stringent requirements and the serious 
consequences that may ensue for all con- 
cerned if there is any material omission or 
mis-statement in the document. Once, how- 
ever, pubhc capital has been introduced, 
further issues of capital may be made without 
a prospectus by confining the issue to existing 
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holders of shares or debentures or by placings 
with financiers or dealers who, in turn, market 
them on the Stock Exchange. 

Public capital may, however, be intro- 
duced without the issue of a prospectus by 
private placings in the first instance, followed 
by a market introduction. To carry out this 
means of obtaining capital from the public, 
certain information has to be published, in 
order to comply with the requirements of the 
Stock Exchange, and the directors are re- 
quired, individually and collectively, to as- 
sume responsibility for the published state- 
ments. The requirements of this statement 
are on the whole somewhat less stringent 
than the prospectus requirements. 

The Committee of the Stock Exchange will, 
however, refuse to grant permission to deal 
unless it is satisfied that there is already 
sufficient pubhc interest in the shares or 
debentures, and it would not seem easy to 
ensure this requirement being met before the 
market facihties of the Stock Exchange have 
been granted, without a pubhc offer being 
made. Financiers who favour this method, 
however, usually have a considerable personal 
following, which enables them to spread the 
shares or debentures in sufficient hands to 
satisfy the requirement as to pubhc interest 
existing before market facihties are granted. 

House to house offers of shares for subscrip- 
tion are prohibited by Section 356, C.A. 1929. 



CHAPTER IV 

MATTERS PRECEDENT TO ISSUE OF 
PROSPECTUS 

Before a prospectus can be issued for raising 
capital there must, of course, be a company 
either in existence or in contemplation. If 
the company is already in existence, the first 
step will be a discussion at a board meeting, 
originating with the need of further capital, 
as to the best method of raising it. Follow- 
ing that, there will be conferences with 
financiers or issuing houses and the company’s 
brokers before the method of raising the 
capital is decided upon, after which the com- 
pany’s accountants and solicitors wiU be 
called in to assist in framing the prospectus, 
which it is usual to have settled by Counsel 
before it is finally agreed. 

Where the company is not already in being, 
the first meetings will be between promoters 
and financiers or heads of issuing houses, who 
will evolve the main financial outhnes of the 
scheme, building up the framework of the 
prospectus. They will decide on the directors, 
solicitors, auditors, stockbrokers, and other 
professional advisers for the company, who 
will then be called into consultation for 
settling the many points that call for con- 
sideration. 
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The contents of the Memorandum and 
Articles of Association are primarily for the 
solicitors to draft, after taking the instruc- 
tions of the promoters as to the objects for 
which the company is to be established, and 
ascertaining the wishes of the parties con- 
cerned in the promotion as to the amount of 
the directors’ share qualification, method and 
amount of remuneration and other salient 
points. The brokers will see that the 
Articles are in accordance with the require- 
ments of the Stock Exchange Committee, while 
the proposed Secretary will probably see that 
his own pet clauses for the efficient working 
of the company are inserted. 

The solicitors will also see to the drafting of 
the necessary preliminary agreements and 
that all proper disclosure is made in the 
prospectus, but much of the work of settling 
the prospectus will probably fall on the 
accountants employed. 

The original draft prospectus will probably 
have many alterations before it is finally 
settled, and it is frequent for as many as a 
dozen drafts (or even more) to be made 
before it can be issued. The directors, pro- 
moters, and persons who have authorized 
the issue of the prospectus are the parties 
chiefly responsible for this important docu- 
ment, but they naturally rely in large meas- 
ure on the advice of their legal, accountancy 
and other professional advisers. 
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The documents that have to be filed at the 
Joint Stock Registry upon formation of a 
company or immediately thereafter are as 
follow — 

(1) Memorandum and Articles of Associa- 
tion. 

(2) Declaration of Compliance with Com- 
panies Act. 

(3) Statement of Nominal Capital. 

* (4) Consent to act as Director. 

* (5) Undertaking by Director to take and 
pay for qualification shares. 

* (6) List of persons who have consented to 
be Directors. 

(7) Notice of Situation of Registered Office. 

(8) Particulars of Directors or Managers. 

*(9) Prospectus or Statement in Lieu of 

Prospectus. 

*(10) Declaration of Compliance with Sec- 
tion 94 of Companies Act, 1929. 

* These are required only in the case of public companies. It will 
not be possible to file document (10) until after incorporation, but it 
should be filed as soon thereafter as possible, in order that the com- 
pany may obtain the certificate to commence business. 



CHAPTER V 

UNDERWRITING AND COMMISSION ON 
PLACINGS 

As previously stated, Section 43, C.A., 1929, 
provides for the legality for a company to pay 
a commission to any person in consideration 
of his subscribing or agreeing to subscribe, 
whether absolutely or conditionally, for any 
shares in the company, or procuring or agree- 
ing to procure subscriptions, whether abso- 
lute or conditional, for any shares in the 
company if — 

(a) the payment of the commission is 
authorized by the Articles ; and 

(b) the commission paid or agreed to be 
paid does not exceed 10 per cent of the 
price at which the shares are issued or the 
amount or rate authorized by the Articles, 
whichever is the less ; and 

(c) the amount or rate per cent of 
the commission paid or agreed to be paid 
is — 

(i) in the case of shares offered to the 
public for subscription, disclosed in the 
prospectus; or 

(ii) in the case of shares not offered to 

20 
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the public for subscription, disclosed in 
the statement in lieu of prospectus, or in a 
statement in the prescribed form signed 
in like manner as a statement in heu of 
prospectus, and delivered before the pay- 
ment of the commission to the Regis- 
trar of Companies for registration, and, 
where a circular or notice, not being a 
prospectus, inviting subscription for the 
shares is issued, also disclosed in that 
circular or notice ; and 

{d) the number of shares which persons 
have agreed for a commission to subscribe 
absolutely is disclosed in manner afore- 
said. 

The commission permitted under this pro- 
vision is usually paid for the placing of 
shares or for underwriting an issue. 

An agreement to underwrite an issue, i.e. 
to guarantee its success by taking up or 
finding responsible persons to take up the 
shares, debentures or debenture stock offered 
for subscription and not otherwise taken up 
in response to the offer, almost invariably 
provides for sub-underwriting and usually 
contains a clause providing for the release of 
the main underwriter on the company accept- 
ing the sub -underwriting contracts. 

The underwriter then enters into various 
sub-underwriting agreements in some such 
form as the following — 
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This Form to be sent entire, with a deposit of per 

Share on the number of Shares sub-underwritten to 
Form of Sub-undermriting 

The Blank Company, Limited 

(Incorporated under the Companies Act, 1929) 

Capital £ 

Divided into Shares of each. 

Issue at par of 

Shares of each 

Cheques should be drawn to “The Blank Company, Limited” 
or “Bearer,” and crossed “Not Negotiable.” 

To 

Dear Sirs, 

1. I/We understand that the above Company is about to 

offer for subscription at par Shares of 

each and that you have underwritten, or propose to under- 
write the said Shares. A printed draft of the Company’s 
Prospectus marked U has been shown to me/us. 

2. I/We, the undersigned, hereby sub-underwrite 

of the said Shares so to be offered, and I/we now hand you 

application for such Shares and cheque for £ , 

being payment of the amount due on application of 

per Share on the Shares sub-underwritten by me/us, which is 

to be applied accordingly. 

3. My/our subscription is to be on the terms of the Pros- 
pectus as finally settled and filed with the Registrar of Com- 
panies. 

4. If the whole of the Shares shall be applied 

for by and allotted to the public, I am/ we are not to be allotted 
any Shares in respect of my/our obligation hereunder, but if 
the whole of such Shares be not so applied for and allotted, 
then all applications made by the public on which allotments 
are made are to be applied in relief of the underwriters and 
sub-underwriters, including myself /ourselves, rateably in 
proportion to the number of the Shares underwritten or sub- 
underwritten by them respectively. Any allotments made to 
me/us in respect of any firm application by me/us are to go 
exclusively in relief of my /our obligation hereunder and shall 
not be considered as an application by the public. 

5. I am/We are not to be at liberty to withdraw from this 
Contract, and if I/we should purport to do so or fail to hand 
you the above-mentioned application you are hereby author- 
ized in my/our name(s) or on my/our behalf to sign and put 
in an application in the form referred to in the Prospectus 
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as published for the number of Shares sub-underwritten by 
me/us, or any less number, which I am/ we are liable to take 
up hereunder, and to take an allotment in respect thereof, 
and I/we will pay the allotment money immediately after 
receiving notice of allotment and indemnify you against any 
obligations undertaken by you in respect of such application, 
and this provision is to be irrevocable. You are also to be at 
liberty to fill in the date of the Prospectus, as filed, in the said 
Form of Application. 

6. You are, if the Company proceeds to allotment on the 
Prospectus and within seven days after you shall have been 
paid your underwriting commission by the Company, to pay 
me/us a commission of per cent in cash on the nominal 
amount of the Shares sub-underwritten by rne/us, such com- 
mission to be paid whether I am/we are required to accept 
an allotment of Shares or not ; but if an allotment be made to 
me/us no commission is to be payable until the application 
and allotment moneys payable by me/us have been paid, and 
you may apply the commission in or towards payment of such 
moneys. 

7. My/Our obligation hereunder is to hold good notwith- 

standing any alterations or variations between the Draft 
Prospectus submitted to me/us, as above referred to, and the 
Prospectus as finally settled and published, provided only 
that the amount of the Capital of the Company, as stated 
above, and the number of Shares offered for subscription, 
namely. Shares of each arc not 

altered and provided that the issue shall be offered for public 
subscription within three months from the date hereof ; 
if not so offered, this Agreement shall be void. 

8. Any notice to me/us may be served by sending the same 
by post addressed to me/us at the subjoined address and shall 
be deemed to be served on the day following that on which it 
is posted. 

9. I/We undertake not to offer for sale or sell, directly or 
indirectly, any of the Shares above-mentioned until after the 
first general allotment to the public has taken place. 

Be so good as to notify me/us of your acceptance of this 
proposal, either for the whole or any portion of the Shares 
mentioned above. 

Signature of Sub-underwriter 

Address 

Dated , 193 . 

I/We hereby apply for and wish to take firm 

of the above Shares sub-underwritten by me/us, 
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be badly handicapped from the outset by 
their failure to carry out their undertakings 
and unable to obtain redress against the 
main underwriter. 

So long as it is customary to use the form 
of main underwriting agreement referred to 
above, great responsibility rests upon issuing 
houses to make sure of the soundness of all 
sub-underwriting contracts and, still more, 
on directors to see that the main under- 
writer is not lightly released from respon- 
sibility by the substitution of sub-under- 
writing contracts. 

A method sometimes adopted of dealing 
with shares or stock underwritten ‘‘firm” is 
to deduct the number of shares or amount of 
stock taken firm from the amount sub-under- 
written and divide the amount applied for by 
the public pro rata in relief of the sub-under- 
writers of the balance, after making such 
deduction. Unless, however, this method is 
provided for in the sub-underwriting agree- 
ment, it is doubtful whether it can be justi- 
fied. Failing definite provision to deal other- 
wise with “firm” applications by under- 
writers, it is probable that they should be left 
out of account in ascertaining the amount of 
underwriting over which the amount applied 
for by the public has to be spread. 

The two methods of dealing with “firm” 
applications may be illustrated by taking a 
hypothetical case of an issue of 100,000 

3— (C.53) 
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if and so far as the Directors of the Company are willing to 
allot the same. 

Signature 

If it is desired to take “ firm all 
or part of the Shares hereby sub- 
underwritten, please fill in the 
number here and sign the form 
again in the space provided. 

To 

We accept, on the terms mentioned, the above sub- 
underwriting to the extent of Shares. 

Por and on behalf of 

6d. 

stamp 

(Attached to this form should be a form of application, with 
the date of the prospectus left blank. This date will be sub- 
sequently inserted under the authority in clause 5.) 

That the common form of agreement in 
force provides for the main underwriter being 
relieved of responsibility on the company 
accepting the sub-underwriting contracts is 
not a very satisfactory position, and has at 
times resulted in some very undesirable 
incidents. 

The prospectus, of course, contains a 
reference to the main underwriting contract, 
together with a statement that “various sub- 
underwriting contracts have been entered 
into, to which the company is not a party.” 
The public consequently has no means of 
judging the strength of the underwriting, 
since the main underwriter named in the 
prospectus has probably been relieved by the 
directors’ acceptance of the sub-underwriting 
contracts before allotment. If the sub-under- 
writers are not substantial, the company may 
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shares sub-underwritten by ten underwriters 
of 10,000 shares each, two of whom each 
apply for 5,000 firm, 65,000 shares being 
applied for by the public. 

Method (1) gives the following result — 

Amount underwritten ..... 100,000 

Less Taken firm 10,000 


90,000 

Amount applied for by public . . . 65,000 

Amount to be taken by underwriters (27| per 
cent) 26,000 

Each underwriter receiving .... 2,500 

other than the two who made firm applications, who 
would each receive an allotment of 7,600. 

Method (2) gives the following result — 

Amount underwritten 100,000 


Total applied for (including 10,000 taken firm) 75,000 
Less Taken firm 10,000 


Amount applied for by public . . . 65,000 

Amount to be taken by underwriters . . 35,000 

Amount to be allotted to underwriters who 
have applied “ firm ” (2 at 5,000) . . . 10,000 

Amount to be taken by remaining underwriters 25,000 
Each of the remaining underwriters receiving 
(31 J per cent) 3,125 

It will be seen that the second method is 
the more equitable, as shares taken firm 
should be taken in relief of the underwriters 
applying firm and not in relief of the general 
body of underwriters. 



CHAPTER VI 

STOCK EXCHANGE REQUIREMENTS 

For those who seek the facihty of deahng on 
the Stock Exchange in the securities issued 
by their company, a knowledge of the Com- 
mittee’s requirements is essential. No securi- 
ties may be dealt in without the Committee’s 
permission, and, while there is not, and never 
can be, any guarantee that this permission 
will be granted, it may be taken as a general 
principle that it will usually be given in cases 
where there is sufficient public interest to 
warrant it and where the Committee’s re- 
quirements are fully complied with. In the 
report of a special sub-committee on new 
issues and official quotations appointed by 
the Committee for General Purposes of the 
Stock Exchange, dated 21st July, 1930, and 
adopted by the Committee on 11th August, 
1930, it was stated that “the Committee has 
always had in view the paramount necessity 
of not doing anything which would in any 
way hamper or stifle genuine business enter- 
prises, and the regulations now made will 
only be restrictive to the extent of keeping the 
shares of immature companies off the market 
and thus protecting the public from investing 
their money in concerns which have not at that 
date the right to command public support.” 

27 
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It is sometimes urged by disappointed sub- 
scribers to a new issue, dealings in which are 
not allowed by the Committee of the Stock 
Exchange, that the decision of the Committee 
should be given before the issue is made, but 
such contentions ignore the point that it is 
only after allotment that all information 
necessary to enable the Committee to form 
its judgment is available. 

The Rules of the Stock Exchange Com- 
mittee relating to new issues and official 
quotations are as follow — 

159. (1) Dealings will not be permitted in any new issue 
until allowed by the Committee unless excepted from this 
Rule under Appendix 34d or 34e (vide Appendix 34). 

(2) Dealing in “Results*' is not allowed. 

(3) In addition to the powers contained in Rule 163 (2) and 
(3) the Committee may withdraw or suspend the record, but 
order that bargains be marked, or withdraw or suspend Per- 
mission to deal in any security for any cause and in particular in 
the case of a company which fails to publish a statutory or 
annual report within the prescribed period or in the case of 
serious default by underwriters or sub-underwriters in meeting 
their commitments. 

(4) The decisions of the Committee regarding — 

(i) Rejections of applications for permission to deal. 

(ii) Withdrawal or suspension of permission to deal. 

(iii) Withdrawal or suspension of permission to record 
bargains in accordance with Clause (3) of Rule 163 will be 
posted in the House and, when ordered by the Committee, 
communicated to the Exchange Telegraph Company for 
announcement on the tape. 

162. (1) The Committee may order the quotation in the 
official list of any security of sufficient magnitude and impor- 
tance and in which there is sufficient public interest. 

(2) Applications for quotation must be made to the Secre- 
tary of the Share and Loan Department and must comply 
with such conditions and requirements as may be ordered 
from time to time by the Committee, and as laid down in 
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Appendix 35, except in cases where the Committee may deter- 
mine to waive one or more of such conditions or requirements. 

(3) Three days’ public notice must be given of every applica- 
tion. 

(4) A broker, a member of the Stock Exchange, must be 
authorized to give the Committee full information as to the 
security and to furnish them with all particulars they may 
require. 

Appendices 34 and 35 are as follow — 

REGULATIONS FOR OBTAINING PERMISSION TO DEAL IN NEW 

SHARES 

(Rule 159) 

A. The following documents and particulars should be sent 
to the Secretary of the Share and Loan Department, when 
application is made for permission to deal — 

1 . (a) Certificate of Incorporation (in the case of a company 
registered abroad notarially certified copy or translation of 
Certificate of Incorporation and of By-Laws), (6) The Certifi- 
cate entitling the company to commence business (if required), 
and (c) Memorandum and Articles of Association and copy or 
draft of Trust Deed (if applicable). 

2. Copy of resolutions authorizing issue. 

3. Certified copy of agreement relating to issue of shares 
credited as fully -paid and of any other contracts mentioned in 
prospectus. 

4. In the case of an issue for cash, copy of prospectus, offer 
for sale or circular of issue, stating all material conditions 
relating to the flotation of the issue, and (in the case of a new 
company) to the formation of the company and if publicly 
advertised, copy of principal London newspaper in which the 
full prospectus was advertised. In the case of an issue by 
prospectus, offer for sale, or circular it must be stated whether 
any shares are under option and if so at what prices, when 
such options expire and the consideration (if any) given for 
such options. The London broker’s name must appear on 
any prospectus or offer for sale, but this regulation shall not 
apply to issues by foreign governments or foreign municipal 
authorities. 

5. Specimen (or advance proof) of Allotment Letter, and, 
if possible, of Scrip and Definitive Certificates. Allotment 
Letters must be serially numbered and be printed on good 
quality paper. Any Renunciation Letter attached to an 
Allotment Letter for fully-paid shares must not be current 
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for a period exceeding six weeks and for partly-paid shares 
for a period exceeding one month from the date of the final 
call. When, at the same time as an allotment is made for 
shares issued for cash, shares of the same class are also allotted, 
credited as fully -paid, to vendors or others for a consideration 
other than cash, the period for renunciation may be the same 
as, but not longer than, that allowed in the case of shares 
issued for cash. The form of renunciation on Allotment Letters 
(and Letters of Rights) must be printed on the back of, or 
attached to the document in question. Split Allotment Letters 
and split Letters of Rights must be certified by an official of 
the company. 

Note. In cases where an Issuing House or other body or 
person has purchased an issue of stock which is subsequently 
offered to the public, a certified copy of the resolution or other 
document, evidencing that the purchaser has received due 
authority to issue scrip on accomit of the seller, must be sup- 
plied. If no such authority has been given, the scrip must be 
enfaced “Contractor’s Scrip.” “Contractor’s Scrip” may not 
be issued in cases of issues made by County Councils, Munici- 
pal Corporations, or other Local Authorities of Great Britain 
and Northern Ireland. 

In order to facilitate the certification of transfers it is sug- 
gested that the Allotment Letters should contain the dis- 
tinctive numbers of the shares to which they relate. 

6. Letter (a) giving distinctive numbers — 

(1) of shares for which permission to deal is being applied 

for, distinguishing those to be allotted — 

(c) for cash; 

(v) to vendors or others for a consideration other than 
cash or in exchange for cash ; 

(o) in pursuance of an option. 

(2) Giving number of shares unissued or for which per- 
mission to deal is not applied for, distinguishing those — 

(v) allotted to vendors or others for a consideration 
other than cash or in exchange for cash ; 

(o) under option ; 

(r) reserved for future issue. 

(3) In the case of a further] issue stating whether or not 
the shares are identical in all respects with existing shares. 

7. Approximate date when Definitive Certificates will be 
ready for issue. 

8. List of allottees or present holders — name, address and 
holding (when required). 
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9. In all cases other than Government and Municipal 
Loans, and issues by Statutory Boards, companies incor- 
porated by Special Act of Parliament and other similar 
authorities, whether the issue is made by prospectus or other- 
wise, particulars of any underwriting or commission must be 
disclosed and a copy of the underwriting agreement and of 
sub-underwriting letter, if any, together with (if required) a 
list containing the names, addresses and descriptions of sub- 
underwriters and the amount sub -underwritten must be 
lodged with the Department. 

10. An undertaking under the seal of the company in the 
following form and to the following effect (printed copies of 
such undertaking are available in the Share and Loan Depart- 
ment) — 

(1) To split Letters of Allotment and if a ‘‘Rights’’ 
issue to split Letters of Rights, and to have any such 
“Splits” certified by an official of the company. 

(2) To issue the Definitive Certificates within one month 
of the date of the lodgment of the transfer and to issue 
balance certificates, if required, within the same period. 

(3) To notify the share or stockholder as soon as a 
transfer out of his name has been certified by the company’s 
officials or notification of certification has been received 
from the Share and Loan Department or any Associated 
Stock Exchange. 

(4) To issue all Allotment Letters simultaneously num- 
bered serially and in the event of its being impossible to 
issue Letters of Regret at the same time to insert in the 
Press a notice to that effect, so that the notice shall appear 
on the morning after the Letters of Allotment have been 
posted. 

(5) To certify transfers against Allotment Letters. 

(6) Where power has been taken in the Articles to issue 
Share Warrants to Bearer, in the event of the company 
deciding to make such an issue : (1) to issue such Warrants 
in exchange for registered shares within three weeks of the 
deposit of the Share Certificates ; and (2) to certify transfers 
against the deposit of Share Warrants to Bearer. 

(7) To notify the Share and Loan Department without 
delay — 

(i) Of any changes in the Directorate by death, resigna- 
tion or removal ; 

(ii) Of any extension of time granted for the currency 

of temporary documents. 



32 ISSUE OF SHARES, DEBENTURES, BONDS 
(8) To forward to the Share and Loan Department — 

(а) Three copies of the Statutory and Annual Report 
and Accounts as soon as issued (unless such provision is 
contained in the Articles of Association). 

(б) Three copies of all resolutions increasing the 
capital and all notices relating to further issues of capital, 
call letters or any other circular at the same time as sent 
to the shareholders. 

(c) Three copies of all resolutions passed by the com- 
pany in general meeting other than resolutions passed at 
an ordinary general meeting for the purpose of adopting 
the report and accounts, declaring dividends, and re- 
electing Directors and Auditors ; and 

(d) To advise the Share and Loan Department by 
letter of all dividends recommended or declared im- 
mediately the Board Meeting has been held to fix the 
same. 

11. In issues made by County Councils, Municipal Corpora- 
tions or other Local Authorities (hereinafter all referred to as 
the Local Authority'^) the following regulations must also 
be complied with. 

(1) If Scrip Certificates are to be issued — 

(a) The denominations must be stated in the prospectus 
or the advertisement published under Appendix 34B. 

(b) They must be ready for issue within twenty-one 
days of allotment. 

(c) They must bear an autographic signature and there 
must bo supplied to the Committee and (in cases where 
the official signing is not the Registrar or his officer) to the 
Registrar of the Stock, specimen signatures of the official 
or officials of the borrower, bank or issuing house 
authorized to sign together with the distinctive numbers 
of the scrip signed by each official. 

(2) The following letter, signed by a duly authorised 
official of the Borrower, must accompany the application — 

To the Committee for General Purposes, 

The Stock Exchange, 

In connection with the issue of £. 

Stock of the 


(Local Authority) 
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I hereby certify that arrangements to the following effect 
have been duly made — 

If the issue is made by Prospectus. All moneys 

received by the = Bank 

Issuing House 

under the Prospectus dated 

on behalf of the (Local 

Authority) and to which they are entitled will be paid 
within the following periods to the 
Bank at being the 

ordinary Bankers of the (Local 

Authority) for credit to a special account which has 
been opened in the name of the Stock : — 

Moneys paid prior to allotment — three days after 
allotment. All other moneys — ^twenty -four hours 
after collection. 


If the Stock has been sold outright to a Purchaser. 


Allotment letters and Scrip Certificates are not being 
issued by (Purchaser) on his 

(or their) own behalf but by or on behalf of the 

(Local Authority). No such 
document will be issued until the 

(Purchaser) has paid to the (Bank) 

at being the ordinary Bankers of 

the (Local Authority) for credit to 

a Special Banking Account which has been opened 
in the name of the Stock all sums due from the 

(Purchaser) in respect of 
the amount certified in the document to have been 


paid by the holder thereof. 


the Registrar- 


Issuing House 


will supply 


(1) As early as practicable with a complete record of the 
Scrip Certificates issued by them showing in each case the 
number and other identification mark of the Certificate, 
the amount of Stock to which it relates and a description 
of the manner in which it has been authenticated and 

(2) will notify the Registrar immediately payment has 
been made in full on any Scrip Certificate. 
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{Note. Where Scrip Certificates are not to be issued the 
above Clause to bo amended so that it applies to allotment 
letters.) 

OR 


(In cases where the Bank or Issuing House are also 
Registrars of the Stock.) 


The 


Bank 


are the duly 


Issuing House 
appointed Registrars of the Stock. 

The Registrar will not register or inscribe any person 
as a holder of the Stock except on surrender for can- 
cellation of fully -paid Scrip Certificates for that amount. 
Provided that if a Scrip Certificate is lost or destroyed the 
Registrar may not earlier than the first day on which 
Scrip Certificates can be lodged for registration or inscrip- 
tion register or inscribe a person claiming to be the holder 
of the lost or destroyed Scrip upon such indemnity being 
given as may be required. 


Note. I. If Scrip Certificates are not to be issued 
amend by substituting '‘fully-paid allotment letters’^ for 
“Scrip Certificates.” 

Note. 2. This Clause will not be required in cases 
where the Local Authority themselves carry out the issue 
of the allotment letters and Scrip Certificates and the 
Registrar of the Stock is their officer. In such a case it will 
bo sufficient to state the fact. 


B. In the absence of any prospectus publicly advertised 
in this country, or circular to shareholders, the Committee 
will also require an advertisement in two leading London 
morning papers giving all material conditions relating to the 
formation of the company and to the flotation of the issue, 
and, headed as under — 

“This notice is not an invitation to the Public to sub- 
scribe, but is issued in compliance with the Regulations of 
the Committee of The Stock Exchange, London, for the 
purpose of giving information to the I^blic with regard to 
the Company. The Directors collectively and individually 
accept full responsibility for the accuracy of the information 
given.” 

The advertisement must be in the appropriate form I, II, 
III, or IV herein. 
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A copy of the advertisement must be signed by or (with 
the consent of the Committee) on behalf of all the Directors 
and a signed copy together with a properly certified copy of the 
Resolution of the Board of the Company approving and 
authorizing the advertisement must be lodged with the Share 
and Loan Department, except that in the case of Foreign 
Companies the Committee may dispense with a copy of the 
advertisement so signed on receiving satisfactory evidence 
that it has been approved and authorized by a Resolution of 
the Board of the Company. 

A copy of each of the Newspapers in which the advertise- 
ment appears must be supplied. 

I 

In the case of a company (other than a company incor- 
porated by a Special Act of Parliament) : (a) no part of whose 
share or loan capital is already dealt in or quoted on The 
Stock Exchange, and (6) whose annual accounts for at least 
two years have not been made up and audited, the statement 
required to be advertised by Appendix 34B must contain the 
following information — 

(1) How, when and where the company was incorporated. 

(2) The principal objects of the company. 

(3) In the case of a company not incorporated in the United 
Kingdom, whether it has or has not a place of business in the 
United Kingdom, and the address of the principal place of 
business in the United Kingdom (if any). 

(4) The names, addresses and descriptions of the Directors. 

(5) The name, address and professional qualification of the 
Auditors. 

Note. Qualification means Chartered Accountant, Incor- 
porated Accountant, etc. 

(6) The names and addresses of the Bankers, London 
Brokers and Secretary and situation of Registered Office. 

(7) The nominal capital of the company, the amount issued 
or agreed to be issued, the amount paid up and, where there 
is more than one class of share, the rights of each class of share 
as regards dividend, capital and voting. 

(8) Particulars of any loan capital created and the amount 
issued and outstanding or agreed to be issued, and of the 
rights conferred upon the holders thereof and the obligations 
undertaken by the company in respect thereof, and short 
particulars of any mortgages and charges subsisting on any 
part of the company’s assets. 
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(9) In the case of share or loan capital issued or agreed to 
be issued for cash, the price and terms upon which the same 
has been or is to be issued and (if not already fully-paid) the 
dates when instalments are payable with the amount of all 
calls or instalments in arrear. 

(10) The provisions of the Articles of Association, By-Laws 
or other corresponding document with regard to — 

(a) Qualification of Directors. 

(b) Remuneration of Directors or other similar body. 

(c) Any provisions enabling the Directors to vote re- 
muneration to themselves or any members of their body. 

(d) Any provisions with regard to the borrowing powers 

of the Directors and how such borrowing powers can be 

varied. 

(11) Particulars of any preliminary expenses incurred or 
proposed to be incurred. 

(12) A statement setting out clearly the working capital 
with which the company started or is to start business, 
additions (if any) since made and whence derived, and the 
amount available at the date of the statement for working 
capital, after providing for all purchase considerations, pro- 
motion profits, preliminary expenses, losses, and interest or 
dividend payments to date, with a statement by the Direc- 
tors that in their opinion the working capital available is 
sufficient or, if not, how it is proposed to provide the additional 
working capital thought by the Directors to be necessary. 

(13) Particulars of the share or loan capital that has been 
issued or is proposed to be issued fully or partly paid up 
otherwise than in cash and the consideration for which the 
same has been issued or is proposed to be issued. 

(14) The names and addresses of the vendors of any property 
purchased or acquired by the company or proposed to be pur- 
chased or acquired on capital account and the amount paid or 
payable in cash, shares or securities to the vendor and, where 
there is more than one separate vendor or the company is a 
sub -purchaser, the amount so paid or payable to each vendor 
and the amount (if any) payable for goodwill. 

(15) The amount of any cash, shares or securities paid or 
proposed to be paid to any Promoter and the consideration 
for such payment. 

(16) Particulars of any commissions, discounts, brokerages 
or other special terms granted to any persons in connection 
with the issue or sale of any of the share or loan capital of the 
company. 
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(17) A statement of the issued share capital of any company 
acting as Promoter or principal underwriter ; the amount paid 
up thereon; the date of its incorporation; the names of its 
Directors, Bankers and Auditors ; and such other particulars 
as the Committee think necessary in connection therewith, 
unless particulars of such Company are contained in the issue 
of the “Stock Exchange Official Year-Book current at the 
date of the publication of this advertisement. 

(18) The dates and parties to all material contracts with a 
description of the nature of the contracts not being contracts 
entered into in the ordinary course of the business carried on 
or intended to be carried on by the company. 

(19) Particulars of any of the share or loan capital of the 
company which is under option, or agreed to bo put under 
option, with the price and term of the option and consideration 
for which the option was granted. 

(20) Full particulars of the nature and extent of the interest 
(if any) of every Director in the promotion of, or the property 
proposed to be acquired by, the company, and, where the 
interest of such a Director consists of being a partner in a 
firm, the nature or extent of the interests of the firm. 

(21) A statement of all sums paid or agreed to be paid to 
any Director or to any firm of which ho is a member in cash 
or shares or otherwise by any person either to induce him to 
become or to qualify him as a Director or otherwise for 
services rendered by him or by the firm in connection with the 
promotion or formation of the company. 

(22) A statement certified by the company’s Auditors as to 
the periods (if any) for which the company’s accounts have 
been made up and audited and particulars of the share or 
loan capital subscribed and the cash actually received by the 
company in connection therewith, also particulars of all 
dividends paid and amounts carried forward and carried or 
proposed to bo carried to reserve out of the profits of any 
such periods as shown in the accounts submitted to the share- 
holders or in the Directors’ Reports attached to the Balance 
Sheet under Section 123 (2) of the Companies Act, 1929. 

(23) A copy of the last audited Balance Sheet and Profit 
and Loss Account with a copy of the Auditors’ Certificate 
and any notes or observations in or on the Balance Sheet 
required to be published by any Act of Parliament relating 
to the company. 

(24) If the company has acquired or is proposing to acquire 
any business, a report by the Accountants named in the 
advertisement upon the profits of the business proposed to be 
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acquired for each of the three financial years for which 
accounts have been made up immediately preceding the date 
of the advertisement. 

(25) A reasonable time (not being less than seven days) 
during which and a place in the City of London at which a 
copy of the Memorandum and Articles of Association of the 
company, any Statute or Orders having statutory effect 
affecting the company, copies of all material contracts. Trust 
Deed (if any) referred to in the advertisement, and copies of 
all the audited accounts of the company since its formation, 
with the Auditors’ certificates, copies of all other reports and 
accounts referred to in the advertisement and all notes or 
information required to be given by the Companies Act 
affecting such accounts can be inspected by any member of 
the public during usual business hours. 

Note 1. In the case of foreign companies, the documents 
to bo offered for inspection will be the documents correspond- 
ing to those above mentioned in the case of British companies, 
and where such documents arc not in the English language 
notarially certified translations thereof must be available for 
inspection. 

Note 2. In cases where it is contended that contracts can- 
not be offered for inspection without disclosing to trade com- 
petitors important information which might be detrimental 
to the company’s interests, application can be made to the 
Committee to dispense with the offering of such documents 
for inspection. 

Note 3. In any case where information is not given under 
any of the above heads Nos. II, 13, 14, 15, 16, 19, 20 and 21, 
the advertised particulars must state that no such payments 
have been made or explain why the information is not given. 

II 

In the case of a company (other than a company incorporated 
by Special Act of Parliament) ; (a) no part of whose share or 
loan capital is already dealt in or quoted on The Stock 
Exchange; and (6) whose annual accounts for at least two 
years have been made up and audited, the statement required 
to be advertised by Appendix 34B must contain the following 
information — 

(1) How, when and where the company was incorporated. 

(2) The principal objects of the company. 

(3) In the case of a company not incorporated in the United 
Kingdom » whether it has or has not a place of business in the 
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United Kingdom and the address of the principal place of 
business in the United Kingdom (if any). 

(4) The names, addresses and descriptions of the Directors. 

(5) The name, address and professional qualification of the 
Auditors. 

Note. Qualification means Chartered Accountant, Incor- 
porated Accountant, etc. 

(6) The names and addresses of the Bankers, London 
Brokers and Secretary and the situation of the registered 
office. 

(7) The nominal capital of the company, the amoimt issued 
or agreed to be issued, the amount paid up and, where there 
is more than one class of share, the rights of each class of share 
as regards dividend, capital and voting. 

(8) Particulars of any loan capital created and the amount 
issued and outstanding or agreed to be issued and of the rights 
conferred upon the holders thereof and the obligations under- 
taken by the company in respect thereof and short particulars 
of any mortgages and charges subsisting upon any part of the 
company’s assets. 

(9) In the case of share or loan capital issued or agreed to 
be issued for cash within twelve months of the date of the 
advertisement, the price and terms upon which the same has 
been or is to be issued, and if not already fully paid the 
dates when instalments are payable with the amount of all 
calls or instalments in arrear. 

(10) The provisions of the Articles of Association, By-laws 
or other corresponding document with regard to the borrowing 
powers of the directors and how such borrowing powers can 
be varied. 

(11) A statement that in the opinion of the Directors the 
company has sufficient working capital for the purposes of its 
business, or, if not, showing how the necessary working capital 
is to bo provided. 

(12) Particulars of the share or loan capital that has, within 
two years preceding the date of the advertisement, been issued 
or is proposed to be issued fully or partly paid up otherwise 
than in cash and the consideration for which the same has been 
issued or is proposed to be issued. 

(13) The names and addresses of the vendors of any property 
purchased or acquired by the company or proposed to be pur- 
chased or acquired on capital account within two years pre- 
ceding the date of the advertisement and the amount paid or 
payable in cash, shares or securities to the vendor and, where 
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there is more than one separate vendor or the company is a 
sub-purchaser, the amount so paid or payable to each vendor 
and the amount (if any) payable for goodwill. 

(14) Particulars of any commissions, discounts, brokerages 
or other special terms granted within two years preceding the 
date of the advertisement to any persons in connection with 
the issue or sale of any stocks, shares or securities of the 
company. 

(15) The dates of and parties to all material contracts with 
a description of the nature of the contract entered into within 
the two years preceding the date of the advertisement not 
being contracts entered into in the ordinary course of the 
business carried on or intended to be carried on by the com- 
pany. 

(16) Particulars of any of the share or loan capital of the 
company which is under option, or agreed to be put under 
option, with the price and term of the option and consideration 
for which the option was granted. 

(17) Either a copy or with the approval of the Committee 
a summary of the last audited Balance Sheet and Profit and 
Loss Account with a copy of the Auditors’ certificate and any 
notes or observations in or on the Balance Sheet required to 
be published by any Act of Parliament relating to the company. 

(18) A statement certified by the company’s auditors giving 
particulars of the share or loan capital subscribed and the cash 
actually received by the company in connection therewith 
within twelve months preceding the date of the advertisement, 
also particulars of all dividends paid and amounts carried 
forward or carried, or proposed to be carried, to reserve out 
of the profits as shown in the accounts submitted to the share- 
holders or in the Directors’ Reports attached to the Balance 
Sheet under Section 123 (2) of the Companies Act, 1929, in 
respect of each of the two financial years preceding the 
advertisement for which accounts have been made up and 
audited. 

(19) A reasonable time (not being less than seven days) 
during which and a place in the City of London at which a 
copy of the Memorandum and Articles of Association of the 
company, any Statute or Order having statutory effect affect- 
ing the company, copies of all material contracts. Trust Deed 
(if any) referred to in the advertisement, and copies of the 
audited accounts of the company for each of the two financial 
years preceding the date of the advertisement for which 
accounts have been made up and audited with the Auditors’ 
certificates, copies of all other Reports and Accounts referred 
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to in the advertisement, and all notes or information required 
to be given by the Companies Act affecting such accounts can 
be inspected by any member of the public during usual business 
hours. 

Note 1. In the case of foreign Companies the documents 
to be offered for inspection will be the documents corresponding 
to those above mentioned in the case of British Companies, 
and where such documents are not in the English language 
notarially certified translations thereof must be available for 
inspection. 

Note 2. In cases where it is contended that contracts can- 
not be offered for inspection without disclosing to trade com- 
petitors important information which might be detrimental 
to the company’s interests, application can be made to the 
Committee to dispense with the offering of such documents 
for inspection. 

Note 3. In any case where information is not given under 
any of the above heads Nos. 12, 13, 14 and 16, the advertised 
particulars must state that no such payments have been made 
or explain why the information is not given. 

Ill 

In the case of a company (other than a company incor- 
porated by Special Act of Parliament) where leave to deal in 
or a quotation for any of its share or loan capital has already 
been granted, the statement required to be advertised by 
Appendix 34B must contain the following information — 

(1) Full particulars of the further share or loan capital in 
which leave to deal is to be applied for, and in particular — 

(а) In the case of stocks or shares the rights conferred as 
regards income, capital and voting. In the case of deben- 
tures, debenture stock, or securities, the rights conferred 
as regards income and capital, and full information as to 
the amount and application of any sinking fund, any right 
of the company to redeem before maturity, any rights of 
conversion, or other similar rights, and in either case the 
limits of the authorized issue. 

(б) The price at which and terms upon which such share 
or loan capital has been issued or agreed to be issued and 
whether the same has or has not been paid up in full. If 
not paid in full, particulars of all payments still to be made 
with due dates of payment. Where any such share or loan 
capital has been or is to be issued in whole or in part for 
a consideration other than cash, full particulars of the 

4— (C.53) 
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consideration received or receivable by the company for the 
issue thereof must be given. 

(c) Particulars of any commissions, discounts, brokerages, 
or other special terms granted to any parties in connection 
with the issue or sale of any such stocks, shares or securities. 

(d) The dates of and parties to all material contracts 
affecting the issue of such share or loan capital with a 
description of the nature of the contract. 

(e) A reasonable time (not being less than seven days) 
during which and a place in the City of London at which a 
copy of the Memorandum and Articles of Association of the 
company, any Statute or Order having statutory effect 
affecting the company, copies of all the contracts and Trust 
Deed (if any) referred to in the advertisement can be in- 
spected by any member of the public during usual business 
hours. 

(2) Particulars of any of the share or loan capital of the 
company which is under option or agreed to be put under 
option with the price and term of option and consideration for 
which the same was granted. 

(3) Names of the Directors of the company. 

(4) Name, address and professional qualification of the 
Auditors of the company. 

Note. Qualification means Chartered Accountant, Incor- 
porated Accountant, etc. 

(5) Names of London Brokers. 

(6) A statement that further particulars of the company 
are contained in the “Stock Exchange Official Year-Book’’ 
current at the date of the publication of this advertisement. 

(7) Such other information as in the circumstances of any 
particular case the Committee think it advisable to require. 

IV 

In the case of Government and Munieipal loans and issues 
by Statutory Boards, companies incorporated by Special 
Act of Parliament and other similar Authorities, the statement 
required to be advertised by Appendix 34B must contain the 
following information — 

(1) Full particulars of the share or loan capital in which 
leave to deal is to be applied for, and in particular — 

(a) The rights conferred as regards income and capital, 
with full information as to the amount and application of 
any sinking fund, any right of the Authority to redeem 
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before maturity, any rights of conversion, or other similar 
rights and the security upon which any loan is charged. 

(6) The price at which and the terms upon which any 
such share or loan capital has been issued or agreed to be 
issued, and whether the same has or has not been paid up 
in full. If not paid in full, particulars of all payments still 
to be made with due dates of payment must be given. 

(c) The dates of and parties to all material contracts 
affecting the issue of such share or loan capital with a des- 
cription of the nature of the contract. 

{d) A reasonable time (not being less than seven days) 
during which and a place in the City of London at which 
a copy of the Statutes, Orders, or other authorities under 
which the share or loan capital has been created and issued, 
with copies of all the material contracts, Trust Deed (if 
any) above referred to and, where any of the above- 
mentioned documents are not in the English language, 
notarially certified translations thereof, can be inspected 
by any member of the public during usual business hours. 

(2) Particulars of any of the share or loan capital which is 
under option or agreed to be put under option with the price 
and terms of option and consideration for which the same was 
granted. 

(3) Names of Directors (if any) and Auditors (if any), 
stating qualification. 

Note. Qualification means Chartered Accountant, Incor- 
porated Accountant, etc. 

(4) Name and address of Secretary (if any) and situation of 
Chief Office (if any). 

(5) Name of bankers and London brokers. 

C. Where a Broker is instructed to sell on behalf of a com- 
pany a further issue of stock or shares forming a part of an 
amount previously created (permission to deal, if necessary, 
having been given for the original issue) he may obtain 
permission to deal on presentation of a letter from the com- 
pany authorizing him to make the sale, or he may sell the 
stock or shares previous to permission being given, provided 
he makes the sale subject to the permission being granted. 

D. In the case of securities of a purely local nature within 
Great Britain or Northern Ireland or of a Dominion, Colonial 
or Foreign issue of which no former security has been quoted 
previously on a Dominion, Colonial or Foreign Exchange a 
broker may make a specific bargain with the authority of the 
Sub-Committee on New Issues and Official Quotations, but 
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bargains shall not be recorded in the Supplementary List 
until permission to deal in the issue has been granted by the 
Committee. 

E. In the case of securities quoted on a Dominion, Colonial 
or Foreign Exchange or in the case of new issues where a 
previous issue or issues of the same Country, Corporation or 
company have been quoted on a Dominion, Colonial or 
Foreign Exchange a member may make a bargain, provided 
that a jobber may not make such bargain out of a market in 
which he acts as a jobber. 

Such bargains shall not be recorded in the Supplementary 
List until permission to deal in the issue has been granted by 
the Committee. 

F. NOTICE 
(Rule 159) 

Committee Room, 

The Stock Exchange, 

19 

Dealings in the following Securities as shown in Column (1) 
have been allowed by the Committee under Rule 159. 

In the case of Securities marked with an asterisk dealings 
will not be permitted until after the issue of Letters of Allot- 
ment or Acceptance. 


(1) Permission to Deal 
Chanted 

(2) Securities unissued or for 
which Permission to deal has 
not been applied for 

(c) Allotted for Cash ; 

(v) Allotted to Vendors or others 
for a consideration other 
than C6ish or in exchange 
for Cash ; 

(o) Allotted in pursuance of an 
option. 

(v) Allotted to Vendors or others 
for a consideration other 
than Cash or in exchange 
for Cash; 

(o) Under option ; 

(r) Reserved for future issue. 


MATERIAL CONDITIONS 

These include the following — 

The capital, dividend, voting and other rights conferred 
by the different classes of shares, and whether or not the 
shares are fully paid up, and if not, to what extent they are 
paid up. 

The amount of shares and debentures or debenture stock 
that have been issued (in the case of debentures or debenture 



STOCK EXCHANGE REQUIREMENTS 45 

stock, giving the rate of interest payable thereon), the dates 
and prices at which they have been issued, and the amounts 
of any underwriting or other commissions that have been paid 
in connection therewith. 

The names and addresses of the vendors of any property 
purchased or acquired by the company or proposed so to be 
purchased or acquired and the amount payable in cash, shares 
or debentures to the vendor, or any other consideration for 
the sale, and where there is more than one separate vendor, 
or the company is a sub -purchaser, the amount or considera- 
tion so payable or granted to each vendor. 

The amount or estimated amount of the preliminary ex- 
penses. 

Full particulars of the value and extent of the interest of 
every Director in the promotion of or the property proposed 
to be acquired by the company or in any profit made by any 
vendor or promoter with a statement of the amount paid or 
agreed to be made to any Director or to his firm or any com- 
pany in which he is interested either to qualify him or to induce 
him to become a director or otherwise for services rendered 
by him. 

The names and parties to every material contract and the 
place where they can be inspected. 

The Memorandum and Articles of Association (and Trust 
Deed if the issue relates to debentures or debenture stock) 
must be open for inspection at the same time and place. 

Whether any shares are under option, and if so, at what 
prices, when such options expire and the consideration (if 
any) given for such options. 

Particulars as to qualification and remuneration of Directors. 

OFFICIAL QUOTATIONS 

A . Conditions precedent to an Application for Official 
Quotation 

(Rule 162) 

1. That the Memorandum, Articles of Association, By- 
Laws or Charter of Incorporation, and Trust Deed (in the 
case of an application for debentures or debenture stock so 
secured), or other authority under which the share or loan 
capital has been created and issued, shall be in a form 
approved by the Committee. 

2. That the Stock Certificate, Share Certificate, Debenture, 
Bond or other document representing the security shall be 
in a form approved by the Committee. 



46 ISSUE OF SHARES, DEBENTURES, BONDS 

Note, The relevant documents referred to in 1 and 2 above 
must be submitted (in duplicate) to the Secretary of the 
Share and Loan Department for approval before application 
for Official Quotation is formally made. 

3. That permission to deal in the security shall have been 
given or that (prior to August, 1914) a Special Settling Day 
in the security had been fixed. In the case of securities dealt 
in prior to August, 1914, and for which no Special Settling 
Day had been fixed, or permission to deal granted, enquiry 
should first be made of the Secretary of the Share and Loan 
Department to ascertain the requirements under this heading. 

4. That two-thirds of the issue for which application for 
quotation is made, whether such issue be the whole or part of 
the authorized amount, shall have been applied for by and 
unconditionally allotted to the public, any part of the issue 
made in lieu of money payments not being considered to form 
part of the public allotment. 

5. That the Definitive Stock or Share Certificate, Debenture 
Bond or other security shall have becti or shall be ready to be 
delivered. 

6. That at least the first Annual Report and Accounts shall 
have been issued. (This condition does not apply to Govern- 
ment and Mmiicipal Loans and the like.) 

7. That there is sufficient public interest in the Security, 
and that it is of sufficient magnitude and importance. 

B. ARTICLES OF ASSOCIATION 

Articles of Association must contain provisions to the 
following effect — 

1. That Directors must hold a share qualification which 
must not be merely nominal. 

2. That the borrowing powers of the Board are limited to a 
reasonable amount. 

3. That the non-forfeiture of dividends is secured. 

4. That the common form of transfer shall be used, and that 
there shall not be any restriction on the transfer of fully- 
paid shares. 

6. That all forms of certificate for shares, stock, debenture 
stock, or representing any other form of security (other than 
Letters of Allotment or Scrip Certificates) shall be issued under 
the Common Seal of the company, and shall bear the auto- 
graphic signatures of one or more Directors and the Secretary. 

6. That fully-paid shares shall be free from all lien. 

7. That a Director shall not vote on any contract in which 
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he is interested and if he do so vote, his vote shall not bo 
counted. 

8. That the Directors shall have power at any time and 
from time to time to appoint any other person as a Director 
either to fill a casual vacancy or as an addition to the Board, 
but so that the total number of Directors shall not at any time 
exceed the maximum number authorized by the Articles of 
Association; but that any Director so appointed shall hold 
ofi&ce only until the next following Ordinary General Meeting 
of the company and shall then be eligible for re-election. 

9. That the company in General Meeting shall have power 
by extraordinary resolution to remove any Director before 
the expiration of his period of office. 

10. That a printed copy of the Report, accompanied by the 
Balance Sheet (including every document required by law to 
be annexed thereto) and Profit and Loss Account or Income 
and Expenditure Account, shall at least seven days previous 
to the General Meeting, be delivered or sent by post to the 
registered address of every member, and that three copies of 
each of these documents shall at the same time bo forwarded 
to the Secretary of the Share and Loan Department, The 
Stock Exchange, London. 

11. That any amount paid up in advance of calls on any 
share shall carry interest only and shall not entitle the holder 
of the share to participate in respect thereof in a dividend 
subsequently declared. 

12. That where a company takes power to refuse to register 
more than three persons as joint holders of a share such power 
shall not apply to the executors or trustees of a deceased holder. 

13. That the charge for a new Share Certificate issued to 
replace one that has been worn out, lost, or destroyed, shall 
not exceed one shilling. 

Note. The above requirements are not exhaustive. The 
Committee will take exception to any provisions contained 
in the Articles of Association which may, in any way, restrict 
free dealings in the shares or which may, in the Committee's 
opinion, be unreasonable in the case of a public company. 

G. TRUST DEEDS AND DEBENTURES NOT SECURED 
BY TRUST DEED 

Trust Deeds and debentures not secured by a Trust Deed 
must contain provisions to the following effect — 

1. Where provision is made that the security shall be repay- 
able at a premuim either at a fixed date or at any time upon 
notice having been given, it must be provided that, should the 
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company go into voluntary liquidation, the security shall not 
be repayable at less than the premium then current. 

2. That any new Trustee appointed under any statutory 
or other power must prior to appomtment be approved by a 
resolution of the debenture (or debenture stock) holders by 
extraordinary resolution. A corporation or company may be 
appointed a Trustee. Except where the Trustee or one of the 
Trustees is a Body Corporate, the Trust Deed shall provide 
that there shall always be at least two Trustees. 

3. That a meeting of debenture (or debenture stock) holders 
must be called on a requisition in writing signed by holders of 
at least one-tenth of the nominal amount of the debenture 
(or debenture stock) for the time being outstanding. 

4. The clause defining an extraordinary resolution must 
provide — 

(i) That the quorum for passing such resolution shall 
be the holders of a clear majority in value of the whole of 
the outstanding debentures (or debenture stock) present 
in person or by proxy. If such a quorum be not obtained, 
provision may bo made for the adjournment of the meeting 
for not less than fourteen days, and in that event that notice 
of the adjourned meeting shall be sent to every debenture 
(or debenture stock) holder, and that such notice shall state 
that if a quorum as above defined shall not be present at the 
adjourned meeting, the debenture (or debenture stock) 
holders then present will form a quorum. 

(ii) That the necessary majority for passing an extra- 
ordinary resolution shall be not less than three-fourths of 
the persons voting thereat on a show of hands and if a poll 
is demanded then not less than three-fourths of the votes 
given on such a poll. 

(iii) That on a poll, each holder of debentures or debenture 
stock shall be entitled to at least one vote in respect of every 
£10 of debentures or debenture stock held by him, except 
that where the lowest denomination in which such securities 
can be transferred is more than £10, such denomination may 
be substituted for the £10 above referred to. 

5. That on any payment off of part of the amount due on 
the security, unless a new document is issued, a note of such 
payment shall be enfaced (not endorsed) on the document. 

6. That in the case of a registered security the common form 
transfer shall be used and the fee for a new registered deben- 
ture or debenture stock certificate to replace one that has 
been worn out, lost or destroyed shall not exceed one shilling. 
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7. In the case of securities which are entitled Mortgage’* 
it is essential that the same should be secured to a substantial 
extent by a direct specific mortgage on freehold or long lease- 
hold estate or other immovable property or on ships. In the 
case of debentures or debenture stocks, or other issues which 
will constitute an unsecured liability, it is essential that the 
same should be entitled “unsecured.” 

Note. The above requirements are not exhaustive. The 
Committee will take exception to any provision contained 
in the Trust Deed or debentures which may, in any way, 
restrict free dealings or which may, in the Committee’s opinion, 
be unreasonable in the case of a security to be included in the 
Ofiicial List. 

D. DEFINITIVE DOCUMENTS 

I. SHARE AND STOCK CERTIFICATES AND DEBENTURES 

1. All certificates or debentures must state on their face 
the authority under which the company is constituted and the 
amount of Authorized Capital of the company. 

2. All registered certificates or debentures must bear a 
footnote that no transfer of any portion of the holding can 
be registered without the production of the certificate. 

3. Where the capital of the company consists of more than 
one class of shares of the same denomination, the distinctive 
numbers of the shares of each class must be printed on the face 
of the share eertificates. 

4. All certificates and debentures must be under seal and 
bear the requisite autographic signatures. 

5. All preference share (or stock) certificates must, in 
addition, bear (preferably on their face) a statement of the 
conditions both as to capital and dividends and redemption 
(if any) under which the security is issued. 

6. Debentures and debenture stock certificates must state, 
in addition, on their face, the dates when the interest is payable 
and the authority under which the issue is made (i.e. Articles 
of Association and resolutions of shareholders and directors) 
and on their back all conditions of the issue, as to redemption, 
conversion and transfer. 


n. BONDS 

1. Bonds must specify the amount and conditions of the 
loan and the powers under which it has been contracted. 

2. Bonds of English companies must be under the Common 
Seal and bear the requisite autographic signatures. 

3. When an issue of Dominion, Colonial or Foreign bonds 
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is made wholly or partly in London, those issued in London 
must bear the autographic counter-signature of the London 
Agents or Contractors. 

4. Bonds quoted abroad must bear the autographic signa- 
ture of some properly authorized person and evidence of his 
authority must also bo furnished. 

E. On receipt of intimation that the relevant documents 
submitted to the Secretary of the Share and Loan Department 
and referred to in A, 1 and 2, are in order, and on written 
request to the Secretary of the Share and Loan Department 
giving particulars of the security for which official quotation 
is desired, an application form will be provided which must be 
signed, and a note of the further requirements of the Com- 
mittee will then be supplied by the Share and Loan Depart- 
ment. These further requirements will include — 

1. Production of the Certificate of Incorporation and 
Certificate that the company is entitled to commence business 
(unless previously exhibited). 

2. A certified copy of the Memorandum and Articles of 
Association, or Act of Parliament or any other relative docu- 
ments affecting the constitution of the company, and, in the 
case of debenture stock or debentures, a certified copy of the 
Trust Deed (if any) securing the same must be supplied and 
the Official Certificate showing that the requirements of the 
Companies Act with regard to the registration of charges 
have been complied with, must be produced. 

Note. In the case of Foreign Companies, notarially certified 
copies of the corresponding documents to those above referred 
to will be required, and in the case of issues of debentures or 
debenture stock of foreign companies, evidence must be 
furnished as to the requirements of the foreign law with regard 
to the registration of mortgages and charges and compliance 
therewith. 

3. Certified copies of all prospectuses, offers for sale, adver- 
tisements under Appendix 34B, circulars issued, or resolutions 
passed. 

4. Certified copies of the definitive document and temporary 
documents. 

5. Certified copies of all material contracts, agreements, 
concessions and other similar documents. 

6. Certified copy of the last published Report and Accounts. 

7. A short written history of the company setting forth its 
origin, progress, dividends, particulars as to the various issues 
of shares, etc. ; the number of transfers registered during the 
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preceding twelve months, and the number of shares (or 
amount of stock) represented by such transfers. 

8. A Statutory Declaration by the Chairman and Secretary 
to the effect that — 

{a) All the legal requirements have been complied with, 
and all documents required to be filed have been duly filed 
with the Registrar of Companies. In the case of an English 
company charging property abroad, that the necessary 
mortgage has been properly legalized and registered in the 
country where the property is situated. 

(6) The number (or amount of stock) of shares, deben- 
tures or bonds applied for by the public, the number (or 
amount of stock) of shares, debentures or bonds uncon- 
ditionally allotted to the public and the amount per share 
(or £ per cent) paid thereon in cash, and the number (or 
amount of stock) of shares, debentures or bonds allotted for 
a consideration other than cash. Where any calls or instal- 
ments are in arrear particulars must be given. 

(c) That the definitive documents have been or are ready 
to be delivered, that the purchase of the property has been 
completed and the purchase money paid; that the whole 
of the shares, debentures (or stock) are (or is) in all respects 
identical.* (If applicable) That a Trust Deed has been execu- 
ted and completed and the effect thereof and the nature of 
the charge created thereby. 

(d) In the case of an issue of stock, registered debentures, 
or bonds, the total number of allottees and the largest 
amount applied for by and allotted to any one applicant. 

* A statement that shares are in all respects identical is 
understood to mean that — 

They are of the same nominal value, and that the same 
amount per share has been called up. 

They carry the same rights as to unrestricted transfer, 
attendance and voting at meetings, and in all other respects. 

They are entitled to dividend at the same rate and for 
the same period, so that at the next ensuing distribution 
the dividend payable on each share will amount to exactly 
the same sum. 

A statement that stock is in all respects identical is under- 
stood to mean — 

All the stock is entitled to the same rights as to un- 
restricted transfer, and in all other respects. 

All the stock is entitled to dividend at the same rate and 
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for the same period, so that at the next ensuing distribution 
the dividend payable on each £100 Stock will amount to 
exactly the same sum. 

9. A certified copy of the Register of Share, Stock, or 
Debenture Holders (names, addresses and holdings), with a 
statement of the total number of share, stock, or debenture 
holders and the ten largest holdings of each class. In cases 
where there are a very large number of share, stock, or deben- 
ture holders, the Committee may not require a certified copy 
of the Register. 

10. An undertaking under the seal of the company forthwith 
upon any alteration being made in the Memorandum or 
Articles of Association, Act of Parliament or any other docu- 
ment affecting the constitution of the company, or in the form 
of any Trust Deed securing debentures or debenture stock or 
in any debentures, to send to the Secretary of the Share and 
Loan Department full information of the effect of such 
alteration and certified copies of all material documents relat- 
ing thereto and contemporaneously with the issue of any 
further shares or loan capital of the company, whether the 
same is for public subscription or not, to advise the Secretary 
of the Share and Loan Department thereof and to furnish 
him with all such particulars relating thereto as the Com- 
mittee may require. 

11. A letter nominating a broker, a member of the Stock 
Exchange, to represent the interests of the company before 
the Committee. 

12. In the case of an issue of a Government, Municipal, 
Dominion, Colonial and Foreign Loan — 

(а) Authority of the issuing house to receive subscrip- 
tions, and 

(б) In addition, in the case of Dominion, Colonial and 
Foreign Loans, evidence that the bonds of the loan bear 
the autographic signature of some properly authorized per- 
son, whose specimen signature and authorization must be 
supplied for retention by the Department. 

13. In the case of a reconstructed company, a short history 
of the old and new company, and certified copy of the Scheme 
of Reconstruction, and evidence that any necessary Orders 
of Court have been obtained. 

14. In the case of Dominion, Colonial and Foreign securities 
quoted abroad, official evidence of quotation in the country 
of their origin or where the issue has been made. 
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15. Documents not in the English language must be accom- 
panied by notarially certified translations. 

It is not sufficient merely to obtain per- 
mission to deal on the Stock Exchange. 
Arrangements should also be made by the 
sponsors of the issue, through the brokers, for 
jobbers in the appropriate market to deal and 
to make prices. Where the issue is not a 
large one, widely spread, it may be desirable 
for someone, e.g. the issuing house, to stand 
behind the market (acting, in City slang, as 
“the shop”) prepared, at all times, to take 
shares that are offered or supply them to the 
market at a reasonable price. Otherwise, it 
may be found in practice that the market is 
apt to dry up from a lack of abihty or desire 
on the part of jobbers to take shares on their 
books, which leads to delay in dealings when 
it is desired either to buy or to sell the 
securities. 

While it is often said (and with some 
truth) that market dealings are not the con- 
cern of the directors, it is none the less in the 
interests of the company that aU reasonable 
facihties for dealing should be afforded, and 
directors who take steps to see that these 
facilities are afforded, wliile, at the same time, 
refraining from giving any encouragement to 
undue speculation in the securities, will con- 
sequently be promoting their companies’ 
interests. 



CHAPTER VII 

ISSUE OF LETTERS OF ALLOTMENT 


The following is a common form of applica- 
tion — 


Form of Application for 


shares 

debenture stock. 


No. 


THE BLANK COMPANY, LIMITED 

(incorporated under the Companies Act, 1929). 

Share Capital, £ 

shares of each. 

shares of each at 

debenture stock at 


Divided into 
Issue of 


To the Directors of 

The Blank Company, Limited. 

Gentlemen, 

Having paid to the Company’s Bankers the sum of 


being a deposit of 

of the above-mentioned 


on 


per share 
per cent 
shares of each 


application for v,. ^ .«v.**v*v.**v.v* , , , , , 

debenture stock 

in the above-named company. I/we request you to allot 
, , ,, , number of shares at 

to me/us that — j-j-t — r — i — r and 

amount of debenture stock at 

I/we hereby agree to accept the same or any less 

you may allot to me/us upon the terms of the Company’s 
prospectus, dated as filed with the Regis- 

trar of Joint Stock Companies and of the Memorandum and 
Articles of Association of the Company and to pay the balance 
of by the instalments as specified in the said 

Prospectus ; and I/we authorize you to place my /our name(s) 

64 
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M^GmbGrs 

on the RGgistGr of :p— ^ ^ — as the holder^s) of 
Debenture-stock holders ' ' 

shares 

the i-r — : : — r so allotted to me/us. 

debenture stock ^ 

Usual Signjiture 


Name in full 

(Block letters) 

Please Address in full 
vyrite *< 
distinctly 

Occupation or Description 

(A lady should state whether she is a Spinster^ 
Wife or Widow) 

Date 

This form, when filled up, should be forwarded entire to 

Bank, (address) 

or any of the branches, together with a remittance for the 
amount payable on application. Cheques should be made 
payable to Bank or Bearer and crossed “Not 

Negotiable.” Any alteration from “Order” to ‘‘Bearer” 
should be signed by the drawer. 

No receipt will be issued for the payment on application, 
but an acknowledgment will be forwarded in due course, 
either by letter of allotment, in whole or in part, or by return 
of deposit. 

The completion and delivery of the form of 
application constitutes an offer, the contract 
to take the shares or stock being completed 
by the delivery of the letter of allotment. 
Dehvery of the letter of allotment, with the 
postage prepaid, to the postal authorities for 
transmission to the appheant is dehvery to 
the appheant, the postal authorities then 
becoming the appheant’s agent for dehvery 
of the communication. 

The offer to take shares or debentures can. 
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of course, be withdrawn by notification com- 
municated to the company before accep- 
tance, in wliich case the deposit must be 
returned to the applicant. 

Withdrawals of apphcations always cause 
inconvenience and, in some cases, fists which 
are closed early in consequence of over- 
subscription are subsequently found to be 
under-subscribed through withdrawals after 
the closing of the fists. It is consequently 
very desirable that letters of allotment be 
posted at the earliest possible moment. 

The following is a common form of a letter 
of allotment — 

No. 

The Blank Company, Limited 

r n 

To Distinctive Numbers of 

Shares allotted 

to 

Registered Office : 


193 


Allotment Letter 

Dear Sir (or Madam), 

In response to your application, you have been allotted 
shares of each. 

The amount payable on application and allotment at 
per share is £ : : 

You have already paid £ : : 


Leaving due from you £ 

Leaving due to you, for which cheque is 
enclosed £ 
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The amount now due should be paid forthwith. The balance 
of , to make the shares fully paid, viz. £ 

is due on 

Interest at the rate of per cent per annum may be 

charged on amounts not paid on their due date, and failure 
to pay them when due renders the shares and all previous 
payments liable to forfeiture. 

Renunciation of allotment may be effected after payment 
of the amount due on allotment by the use of the form of 
renunciation on the back hereof, which must be signed by 
the allottee and the registration application form must be 
signed by the party in whose favour the allotment is renounced 
after being presented to the company. 

If it is desired to renounce a part of the shares only, split 
letters of allotment must be obtained and these will be issued 
on application up to 193 , at a charge of Is. 

for each split form, at the Company’s Office at 

, after payment of the amount due on allotment, 
in exchange for this letter of allotment. 

The surrender of this letter of allotment to the Company 
with the form of renunciation, purporting to be signed by the 
allottee, shall be conclusive evidence in favour of the Com- 
pany of the title of the party depositing this letter of allotment 
to deal with the same and to receive split letters of allotment 
or the share certificates. 

By Order of the Board, 

Yours faithfully. 


Secretary. 


This form, with remittance, should be forwarded entire 
to the Company’s Office at and it 

will be returned, duly receipted. It should be carefully pre- 
served to be exchanged for the relative fully-paid share 
certificate on or after 193 . 

Cheques should be made payable to “bearer” and crossed 
“Not negotiable. Account The Blank Company Limited.” If 
altered from “Order” to “Bearer,” the alteration should be 
signed by the drawer. 


Received for account of the Blank Company Limited, the 
amount duo on allotment. 

Date 


5 — (C.53) 
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Received for account of the Blank Company, Limited, the 
final payment due on 

Date 


No. 

No. 

The Blank Company Limited. 

The Blank Company Limited. 

Final Payment. 

Allotment Payment. 

£ Date 

£ Date 


These must be stamped with an impressed 
stamp of 6d. (or Id. where the nominal 
amount allotted is less than £5). 

Where a form of renunciation is not printed 
on the reverse, some adjustment of the form 
will be necessary. 

Except for a printed signature, allotment 
letters are frequently unsigned, but, in view of 
the fact that renounced allotment letters 
circulate on the Stock Exchange as bearer 
documents until the final date for registering 
them has expired, it would seem advisable 
that the secretary’s signature should at least 
be lithographed and bear a counter-signature 
as a safeguard against forgery. 

The use of different coloured paper may 
be recommended, where there are different 
classes of shares. 



CHAPTER VIII 


DEALING WITH APPLICATIONS 

For the reasons previously stated, applica- 
tions should be dealt with very promptly. 
Whenever there is a rush to take up an issue, 
applicants naturally wish to know their fate 
as soon as possible, and, if an allotment is 
not made, to receive back their application 
deposit, and, for this reason and for the more 
practical one of avoiding as far as possible 
effective withdrawals, issuing houses vie with 
one another for the prompt posting of letters 
of allotment. A reputation for the prompt 
dispatch of allotments implies a sound organi- 
zation for dealing with the work, which, in the 
case of a popular issue, is considerable. 

The usual method is to employ a large staff 
of clerks, who list the applications on to 
sheets specially ruled for the purpose with 
columns for — 

Application No. 

Allotment No. 

Name 

Address 

Description 

Number of shares (or amount of stock) aj^plied for. 

Application Deposit. 

Number of shares (or amount of stock) allotted. 

Distinctive numbers of shares. 

Total payable on application and allotment. 

Balance payable on allotment. 

Balance returnable. 

Final instalment. 

Remarks. 


59 
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The deposits shown on the application 
forms must be carefully checked with the 
amounts received by the Bank, and the lists 
are then gone through by the directors for 
the making of the allotments, the allot- 
ment letters being then prepared from the 
sheets. 

In order that the work of carrying out the 
allotment may proceed smoothly and the 
allotment letters be posted at the earliest 
possible moment, a sound organization is 
essential. Without this, there is grave danger 
of chaos, where any considerable number of 
apphcations has to be handled. 

The routine must provide for concise in- 
formation being available promptly as to the 
number of apphcants for varying units of 
shares or stock as well as the total applica- 
tions. There must also be ability to trace 
instantly any individual applicant who with- 
draws or in respect of whom some query may 
arise. 

The manager responsible for the work must 
be thoroughly conversant with the contents 
of the prospectus and with the various forms 
in use, the design of which should have been 
passed by him beforehand, in order that the 
work may be facihtated. 

Immediately the application forms are 
received from the company’s bankers, they 
should be scrutinized by a responsible senior 
clerk to see that they are in order and checked 
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off with the hst supplied by the bank. 
Queries arising through forms not being in 
order should be dealt with immediately. 

Where the application deposit is deficient, 
it is best to cut down the number of shares 
(or the amount of stock) applied for, unless 
immediate touch can be made with the appli- 
cant, in which case he may be allowed to 
give a cheque for the balance of the deposit. 
Where the application deposit has been over- 
paid, the application should be allowed to 
stand, but careful note must be made of the 
fact, for adjustment on the summary agree- 
ing the total deposit money with the appfica- 
tions. 

In the case of other queries, e.g. omission 
of address, failure to sign forms, etc., these 
can sometimes be cleared up with brokers, 
if a brokers’ stamp appears on the form. 
The easiest way of dealing with such queries 
is to treat the apphcations as withdrawn, and 
this course may be adopted if there is over- 
subscription. Wliere, however, it is desired 
to include the applications for allotment, 
every effort must be made to get the applica- 
tions in order, but on no account must the 
allotment be held up for such matters. 

As soon as the applications have been 
passed as in order, they should be handed out 
for sorting into the various units applied for 
— all applications for 5 shares being placed 
in alphabetical order, all apphcations for ten 
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shares being similarly sorted and so on. This 
facilitates the preparation of summaries and 
tracing of any individual application which 
may be withdrawn prior to allotment. 

\^ien this work is complete, the forms can 
be recorded on the sheets and a full summary 
of the apphcations prepared and agreed with 
the bank statement. This summary will take 
the following form — 

applications for 5 shares = 

„ „ 10 „ = 

etc. 

Total applications for 

Deposits received at per share = £ 

(Here will follow any necessary reconcilia- 
tion through withdrawn apphcations — which 
\vill be omitted — or through apphcants hav- 
ing overpaid deposits. Apphcants who have 
short-paid deposits will have had their ap- 
phcations cut down.) 

Where apphcants on special forms have 
been promised preferential consideration, two 
sets of forms and two summaries should be 
prepared. The totals of the two summaries 
wiU then need to be added together to get 
agreement with the bank statement. 

Although this system is in many respects 
the best and, with adequate staff and organi- 
zation, can be carried out with a reasonable 
degree of promptitude, it is, perhaps, a httle 
cumbersome and apt to lead to errors in 
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names and addresses through the somewhat 
unnecessary hsting of the names on to sheets. 
In order to reduce the work to an absolute 
minimum, use can be made of the application 
forms themselves as the application and 
allotment lists. 

For this purpose, it is convenient to have 
printed at the foot of the apphcation form the 
following additional wording — 


This part is for ofifice use only. 
No. of shares allotted 
Distinctive Numbers 
Amount due on allotment 
Amount returnable 
Final instalment 


The summary (or summaries) will then be 
prepared from the forms themselves. (In the 
preparation of the summary, the use of a 
calculating machine may be found helpful.) 

The directors can then meet within an hour 
or two of the closing of the hsts, and decide 
on the method of allotment from the sum- 
maries. As soon as this has been done, the 
allotments, the amounts payable on allotment 
and the other requisite details can be entered 
in the appropriate spaces on the apphcation 
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forms and the letters of allotment prepared 
direct therefrom. 

When these have been carefully checked, 
they can be posted in window envelopes. A 
list of allotments can then be prepared at 
comparative leisure, after the letters have 
been posted. 

Where over-subscription takes place, the 
method of allotment depends on the views of 
the directors. In most cases, a percentage is 
allotted, which may vary with the amount 
applied for, small applicants receiving more 
favourable consideration than large ones, 
though sometimes small applicants are en- 
tirely ruled out. Where over-subscription is 
very large, a ballot is sometimes resorted to, 
but this frequently gives rise to dissatis- 
faction. Indeed, in the case of heavy over- 
subscription, it is by no means easy to devise 
a method of allotment that will not give rise 
to some criticism. The points that should be 
borne in mind are — 

(1) it is a source of strength and stabihty 
for the holdings to be widely spread ; but 

(2) it is uneconomical to overdo it and so 
get an enormous number of very small hold- 
ings, thus unduly adding to the cost of cir- 
cularization and payment of dividends, and 
to the work of the registration department; 
and 

(3) applicants should be left with the 
feeling that they have been treated fairly. 
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Sometimes, directors initial certain applica- 
tions for special consideration in allotment, 
but this course is to be deprecated. It is much 
better that one basis (or two bases where a 
class have been promised preferential con- 
sideration if applying on a special form) be 
adopted. This will obviate any charge of 
favouritism and will considerably facilitate 
the work of allotment. 

In the case of applicants receiving no allot- 
ment, their deposits must, of course, be 
returned in full, and this should be done as 
speedily as possible. It is recommended that 
the return of such deposits should be made 
simultaneously with the posting of the allot- 
ment letters, if practicable, and, where this 
cannot be carried out, the return should be 
effected as soon as possible thereafter, a notice 
being sent to the newspapers of the basis of 
the allotment, so that apphcants may know 
the position. A printed letter will accompany 
the return of the deposits regretting the 
inability to make an allotment, owing to the 
heavy over-subscription. 

“Each share in a company having a share 
capital shall be distinguished by its appro- 
priate number ” (Section 62 (2) C.A., 1929). 
The distinguishing numbers of each holding 
will appear in the Register of Members, on 
share certificates, transfers of shares, etc. 
In order to reduce the work thereby involved, 
it is becoming increasingly common for large 
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companies to convert their shares into stock, 
which are then transferable in units of a 
similar denomination. These stock units will 
not require distinguishing numbers, but the 
power to convert shares into stock is restric- 
ted to “paid-up shares” (Section 50); the 
power does not extend to partly-paid shares. 
For practical purposes, there is no substantial 
difference between a fully-paid share and a 
stock unit. 

A married woman can hold property in her 
own right and contract on her own behalf, so 
that no objection will be taken to apphca- 
tions from married women. 

The question of apphcations by minors is 
one of difficulty. There is nothing in law to 
prevent a minor from being registered as a 
shareholder or debenture-holder, but if an 
action is brought against him for calls he 
could plead his infancy and repudiate the 
shares or debentures and, even after attaining 
full age, could repudiate the contract. A 
company is well advised, therefore, not to 
accept an appKcation from a minor, if it is 
aware of his infancy, and apphcation forms 
sometimes contain the phrase “being of full 
age” before the words “hereby request that 
you will allot.” If a minor represents that 
he is of full age, he could still repudiate, but 
would be hable for misrepresentation. 

Trouble may also arise from applications 
being signed by another person on behalf of 
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the applicant, without his authority. To 
reject all such applications is not generally a 
practicable proposition, but, if the issue is a 
doubtful one or if any part of the hability is 
to be deferred for any long period, it is safer 
to have the applicant’s signed confirmation 
that the application was properly made on 
his behalf. 

Difficulty may also arise through apphca- 
tions being made in fictitious names. This is 
sometimes resorted to by “stags” of a 
popular issue, who hope thereby to obtain a 
larger aggregate allotment than they might 
get by making one large application. Where 
a shareholder is placed on the Register in a 
fictitious name, the remedy is by application 
to the Court for a rectification of the Register 
by substitution of the real owner’s name. 

From time to time, efforts are made to 
track down “stag” apphcants (whose only 
intention in applying is to snatch a quick turn 
immediately after allotment), but no sound 
method of distinguishing them from genuine 
investors has been found. In any case, al- 
though they are sometimes troublesome, it 
is doubtful whether their elimination would 
be an unmixed blessing. 

Section 41 of the Companies Act, 1929, 
sets out that an allotment of shares in con- 
travention of the provisions contained in 
Sections 39 and 40 “shall be voidable at the 
instance of the applicant within one month 
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after the holding of the statutory meeting of 
the company and not later, or, in any case 
where the company is not required to hold a 
statutory meeting, or where the allotment is 
made after the holding of the statutory 
meeting, within one month after the date of 
the allotment, and not later, and shall be so 
voidable notwithstanding that the company 
is in course of being wound up.” 

Section 39 prohibits the allotment of any 
share capital offered to the public for the first 
time for subscription unless the minimum 
subscription as set out in the prospectus is 
subscribed and the sum payable on applica- 
tion therefor ‘‘which shall not be less than 
five per cent of the nominal amount of the 
share” has been received by the company, 
while Section 40 prohibits the allotment of 
shares or debentures in the case of a public 
company which has not issued a prospectus 
on formation (or which, having issued such a 
prospectus, has not proceeded to allot any of 
the shares offered to the public for subscrip- 
tion) unless a statement in lieu of prospectus 
has been delivered to the Registrar at least 
three days beforehand. 

For the purpose of deciding whether the 
sum payable on application on the minimum 
subscription has been received, “a sum shall 
be deemed to have been paid to and received 
by the company if a cheque for that sum has 
been received in good faith by the company 
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and the directors of the company have no 
reason for suspecting that the cheque will not 
be paid.” 

In the case of an issue of debentures or 
debenture stock, frequently scrip to bearer is 
issued to applicants before all instalments are 
payable, the debentures themselves or the 
debenture stock certificates being sub- 
sequently issued against the fully -paid scrip. 
This scrip may have attached to it a coupon 
for the first payment of interest, where this 
will become payable before the definitive de- 
bentures or certificates will be ready for issue. 



CHAPTER IX 

WORK SUBSEQUENT TO ALLOTMENT 

As soon as the allotment letters have been 
posted, those in charge of the work will be 
able to deal somewhat more leisurely with the 
many matters still requiring attention. 

Amongst the first of these will be to pay 
the underwriting commissions and brokerage. 
Wliere allotments have had to be made to 
underwriters, the payment of the commission 
is usually held back until the amount due 
on allotment has been paid ; otherwise, it is 
customarily payable within seven days, and 
it is desirable to pay it even sooner, prompt 
payment promoting cordial relations between 
the underwriters and the issuing house. 

Brokerage similarly should be paid prompt- 
ly. Lists of those to whom brokerage is 
due will be prepared from an examination 
of the forms of apphcation. Where the appli- 
cations have been listed on to sheets, a note 
should have been made in the ‘‘remarks” 
column of the names of brokers and others 
entitled to brokerage, whose rubber stamps 
appear on the forms, or who have had their 
initials printed on the forms issued by 
them. 

Prospectuses usually provide that broker- 
age is payable to brokers, bankers or other 
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recognized agents, but occasionally the pay- 
ment of brokerage is confined to bankers and 
members of the Stock Exchange, other finan- 
cial houses being ruled out. This course gives 
rise to bad feeling on the part of reputable 
firms of “outside” brokers and financial 
houses, whose help in the placing of issues 
is frequently a matter of consequence and 
with whom good relations should conse- 
quently be cultivated. 

Meanwhile, applications will be received for 
the splitting of allotment letters, the original 
allotment letter being returned for cancella- 
tion and exchange for split letters in the 
denominations required by the allottee. These 
are required where the original allottee desires 
to retain only a portion of the shares allotted 
to him or to pass the allotment to others in 
a split form. 

It is not usual to split before payment of 
the amount due on allotment and it is custom- 
ary to make a charge of Is. for each spht 
allotment letter issued. These splits will only 
be required where renunciation of allotment 
is permitted. The original letter of allotment 
should be renounced, and the split letters wiU 
then be stamped by the company “Original 
duly renounced.” It is best to give the split 
letters the same distinguishing number as the 
original allotment letter, adding the letters 
“a,” “b,” “c,” etc., to the different splits, 
and to mark them plainly split with a rubber 
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stamp. To avoid complication, it is usual to 
decline to split again, once an original letter 
has been split, 

A proper system for recording the splits 
issued should be in force. For this purpose, 
it is convenient to enter on to a separate sheet 
the essential particulars of the split letters 
issued in respect of each original allotment 
letter cancelled, marking the entry on the 
original allotment sheet (or the office par- 
ticulars on the application form, where these 
forms are being made use of in place of listed 
sheets) with the word split. If listed sheets 
are being used, the spht sheets should be kept 
in numerical order, so that they can be easily 
traced. Where the application forms are 
being used as the record of allotments and 
provisional register, the sphts sheets should 
be attached to the appropriate application 
form. 

As the registration application forms are 
received, these, before being marked as 
having been registered, will be carefully re- 
corded on the sphts sheets, so that all in- 
formation is readily available for writing up 
the share register in permanent form, after 
which the sheets and forms should be filed. 

A suitable sphts sheet for use is shown 
on p. 73. 

Ample room should be left for recording 
the name, address and description of the 
registered apphcant, which will be filled in 
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No 

SPLITS SHEET 

Name, address and description of Original Allottee. 


Split into — 


Dist ingui shing 
Letter 

No. of shares 
or amount of 
stock 

Distinctive 

numbers 

Final 

instalment 

Name, address 
and description 
of registered 
applicant 


1 

1 





only when the registration application is 
received for noting. 

Somewhat similar sheets can be used for 
recording registration applications in the 
name of some person other than the original 
allottee, even where splits have not been 
required. 

When the date has expired within which 
registration applications in respect of re- 
nounced allotments should be lodged with the 
company, registration will be effected in the 
name of the original allottee in all cases where 
no registration application has been received. 

As soon as the names of those to be regis- 
tered have been ascertained, the work of 
preparing the share certificates and writing 
up the share register should be proceeded 
with. 


6— (C.53) 



CHAPTER X 

RENUNCIATION LETTERS 

A SYSTEM has grown up of recent years of 
giving allottees the right, for a limited period, 
of renouncing their allotments, and it is now 
common for a form of renunciation to be 
printed on the reverse side of the letter of 
allotment in the following form — 

Letter of Renunciation 
Available until 193 . 

To the Directors of 

The Blank Company Limited. 

I/We hereby renounce my/our right to the within- 
mentioned shares allotted to me/us in favour of the party 
signing the acceptance at foot. 

Affix stamp. 

If nominal 
value of shares 

Signature of Allottee allotted is £5 

or over — 6d. 
Under £5 — Id. 


Dated 193 . 

Note, If the shares are renounced, the above form of 
renunciation must be signed over the appropriate stamp by the 
allottee. In ease of joint account, all the persons named in 
such account must sign the renunciation. 

Important. In cases where it is desired to renounce to more 
than one person, or part of the shares only, the within-named 
letter of allotment will, on application to the company before 
the 193 , and after payment of the 

allotment money, be split. 

A fee of Is. is payable for each split allotment letter 
required. 
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Registration Application Form 

(To be signed only by the persons to whom the shares are 
renounced.) 

I/We hereby request you to register the within-mentioned 
shares in my/our name(s) and agree to accept the same subject 
to the Memorandum and Articles of Association, and agree to 
pay the balance of per share due on 

Usual Signature 
Full Name 

Please 

write < Address 
distinctly 

Description 

Date 

Unless this form, duly filled up and signed by the allottee(8) 
and by the party or parties in whose name (s) the shares are to 
be registered is lodged at the Company’s office at 

on or before 193 , the shares 

to which this Allotment Letter relates will be registered in the 
name(s) of the original allottee(s) and thereafter it will only 
be possible to transfer such shares by transfer on the ordinary 
common form. 

Important. It is not necessary for the original allottee to 
sign either of the above forms if such allottee desires to be 
registered as the holder of the shares, but he should retain 
this document intact to be exchanged for the share certificate 
when ready. 

Allotments are treated as provisional until 
the date within which they may be re- 
nounced has expired, when the final list of 
those to be entered on the share register can 
be prepared, the names of the persons in 
whose favour shares have been renounced 
and who have presented the registration 
application to the company for noting being 
substituted for the names of the original 
allottees. 
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Until recently, it was the practice not to 
include on the return of allotments the names 
of original allottees who had renounced but 
to substitute the names of those in whose 
favour the renunciation had been made. 

Some curious questions arose out of this 
system. For instance. Section 42 of the C.A., 
1929, provides that a return of allotments 
must be dehvered to the Registrar of Com- 
panies within one month of the allotment, 
and “every director, manager, secretary, or 
other officer of the company, who is know- 
ingly a party to the default, shall be liable to 
a fine not exceeding fifty pounds for every day 
during which the default continues.” 

It is obvious that the return of allotments 
could not be prepared until the time for 
renunciation had passed, and, if one month or 
more was allowed for renunciation, the return 
of allotments could not be made within the 
period laid down in the Act, and it was con- 
sequently the rule, rather than the exception, 
for the time hmit for delivering the return of 
allotments to the Registrar to be exceeded. 
The writer is not aware of any case in which 
proceedings were taken in consequence of the 
delivery of the return of allotments having 
been delayed on these grounds, but it is 
obvious that the system gave rise to some risk, 
although apparently sanctioned by the Regis- 
trar of Companies who took the view that 
the return “should be compiled at the date 
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when the company is in a position to know 
who are the persons who have accepted an 
allotment with a view to becoming members 
of the company.” 

Another curious point is that the return of 
allotments might include the name of an 
investment trust which did not exist at the 
time of allotment, a person who was perhaps 
a minor and only became capable of entering 
into an enforceable contract to take shares at 
a later date, or a lady in her married name 
who was, in fact, a spinster when allotment 
took place. 

The matter has recently been reconsidered 
by the Registrar who now takes the view that 
the return should be “of the persons to whom 
the original letters of allotment were ad- 
dressed and of the shares respectively thereby 
allotted.” The result is that returns as now 
made contain the names of persons whose 
names are never entered in the Register of 
Members by reason of the fact that they have 
renounced their rights. 



CHAPTER XI 


RIGHTS LETTERS 

Frequently shares (and sometimes deben- 
tures) are issued at an attractive price to 
existing shareholders in the same, or, pos- 
sibly, in another company. Such issues may 
take the form of an invitation to apply, allot- 
ment being made upon receipt of the applica- 
tion, or they may take the form of the issue 
of a conditional letter of allotment, the con- 
tract being completed by the shareholder 
accepting the allotment. 

The following is a form of rights letter 
(being an invitation to apply) — 

These rights are of value. Shareholders not wishing to 
apply or in doubt as to how to act should consult their stock- 
brokers. 

The Blank Company Limited 

Authorized Capital £ 
divided into shares of 

each, of which shares have been issued 

and are fully paid up. 

Further issue of shares of each at the 

price of per share. 

(Address) 

193 . 

To the Shareholder whose name and address are written in 
the bordered space on the reverse of this letter. 

Dear Sir (or Madam), 

Your present holding and the extent of your right to par- 
ticipate in the above-mentioned issue, in accordance with the 
company’s circular of this date, are specified on the reverse 
of this letter opposite your name and address. 
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If you intend to take up the shares to which you are en- 
titled, kindly fill up and sign the form of acceptance (Form B) 
and forward the entire sheet with the necessary remittance to 
the company’s bankers, Bank 

(Address), to be received by them not later than 

If you desire to renounce your rights in favour of some other 
person, you should sign the form of renunciation and nomina- 
tion (Form A) as set out on the reverse of this letter, and your 
nominee(s), who must be of full age, must (instead of you) 
then fill up and sign the acceptance form and forward the 
entire sheet with the necessary remittance as directed in the 
preceding paragraph. 

Should you elect to divide your rights, the entire form should 
be deposited at the company’s office to be cancelled and 
exchanged for split forms at a charge of Is. for each split form 
issued. 

If the conditions as to acceptance and payment are not 
duly observed, your rights to participate in the above- 
mentioned issue will be absolutely forfeited and the directors 
will deal with the shares for the benefit of the company at their 
discretion. 

Yours faithfully. 


Secretary. 

[Reverse side) 

The Blank Company Limited. 

No. 

Present holding shares, 

p ~l Entitled to a pro rata allotment 

of shares. 

Joint Share- 
holders (if 
any). 

L J Names only. 

FORM ‘‘a” 

Form of Renunciation and Nomination, to be signed by the 
Shareholder only if the Rights are renounced. 

To the Directors of 

The Blank Company Limited. 

I/We hereby renounce my/our right to the above-mentioned 
new Shares and nominate the party signing the acceptance at 
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foot to have all the benefits of the offer contained in your cir- 
cular, dated 


Signature of Shareholder 


Affix stamp. If 
nominal value 
of shares al- 
lotted is £6 
or over — 6d. 
Under £5 — Id. 


Date 


193 


FORM “b” 

Form of Acceptance to be signed by the Shareholder or 
Nominee. 


To the Directors of 

The Blank Company Limited 

Having paid to your Bankers the sum of £ 

(being the First Instalment at the rate of per 

Share) in respect of Shares referred to in the within 

letter, I/we, the above-mentioned Shareholders(s)/Nominee(s), 
hereby accept your offer of the said Shares pursuant to the 
Memorandum and Articles of Association of the Company and 
subject to the terms and conditions of your circular of 

and I/we authorize you to place my/our name(s) 
on the Register of Members in respect of the said Shares. 

(Signature of Acceptor) 

Address 

Occupation 

Date 

Cheques should be made payable to Bearer and crossed 
“Not Negotiable, Bank Limited, 

Account If altered from 

“Order” to “Bearer” the alteration should be signed by the 
drawer. 


An acknowledgment will be sent in due course by the 
Company. 

Sometimes, in place of the Rights Form, a 
letter of allotment is sent, conditional on its 
acceptance and payment of first instalment, 
but this course is not recommended. 



CHAPTER XII 

RECONSTRUCTIONS 

Exposition of the various methods of raising 
capital would perhaps not be complete with- 
out some reference to reconstruction, by 
which is meant the hquidation of a company 
and the issue to the shareholders in part pay- 
ment for the assets of partly-paid shares in a 
new company, the balance of the considera- 
tion being the discharge by the new company 
of the old company’s liabilities and the costs 
of winding-up. This method of raising capital 
is not usually resorted to until all other means 
have failed. It falls into the category of 
issues to the shareholders of an existing com- 
pany (in hquidation) and, being made to a 
restricted class, is not accompanied by a 
prospectus. Instead, a statement in lieu of 
prospectus is filed with the Registrar. 

There is, of course, no obhgation on the 
part of the shareholders to accept the partly- 
paid shares in the new company, but, if they 
do not do so, their interest in the assets ceases 
unless they effectively dissent from the recon- 
struction in accordance with the terms of 
Section 234, C.A., 1929, by serving on the 
liquidator a notice in writing expressing 
dissent and requiring him either to abstain 
from carrying the resolution into effect or to 
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purchase the dissenting member’s interest at 
a price to be determined by agreement or by 
arbitration. This notice must be left at the 
registered office of the company within seven 
days after the passing of the resolution and 
can only be given if the member did not vote 
in favour of it. 

For the purpose of an arbitration under the 
section, the provisions of the Companies 
Clauses Consolidation Act, 1845, or, in the 
case of a winding-up in Scotland, the Com- 
panies Clauses Consolidation (Scotland) Act, 
1845, with respect to the settlement of dis- 
putes by arbitration, shall be incorporated 
with the C.A., 1929. 

The old company is placed in liquidation 
and simultaneously, or at a later date, a 
resolution is passed authorizing the liquidator 
to register the new company and to enter into 
the reconstruction agreement with it and to 
carry that into effect. 

When the new company has been formed 
and the reconstruction agreement executed 
by both parties, the offer of the partly-paid 
shares to the shareholders is made, share- 
holders who apply, in pursuance of their 
rights, becoming liable to pay up the liability 
on the new shares in accordance with the 
terms of the scheme. 

It is, of course, desirable to have the 
scheme underwritten, so that the partly-paid 
shares are taken up by underwriters to the 
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extent that the shareholders do not apply for 
them, and it is desirable to ensure that the 
underwriters are on the Register as share- 
holders of the old company before the resolu- 
tions for liquidation and reconstruction are 
passed. The reason for this is that, under 
Section 55 of the Finance Act, 1927, relief in 
respect of capital duty on the nominal share 
capital of the new company and on the con- 
veyance of property from the old to the new 
company is given provided the consideration 
for the acquisition (except such part thereof 
as consists in the transfer to or discharge by 
the transferee company of habihties of the 
existing company) consists as to not less than 
90 per cent thereof in the issue of shares in 
the transferee company to the existing com- 
pany or to holders of shares in the existing 
company. 

It is apparently not necessary that shares 
of the new company should be issued to share- 
holders of the old company in the same 'pro- 
portions, but if more than a few shares (e.g. 
signatories’ shares) are issued to anyone who 
was not a shareholder in the old company, the 
benefit of this relief may be lost. Conse- 
quently, the holding of at least one share in 
the old company by anyone who may be 
called on to take up shares in the new com- 
pany as an underwriter will facilitate the 
giving of the requisite certificate to the 
Revenue in order to secure this relief. 
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When the partly-paid shares of the new 
company are issued, it is preferable to get in 
for cancellation the share certificates of the 
old company, but this is not always easy. 

To require the shareholders to return their 
certificates when making apphcation for the 
shares of the new company might probably 
result in some loss of apphcations, through 
shareholders not having their certificates 
handy. It is usually desired to get as many 
shareholders as possible to take up the new 
partly-paid shares, and it is consequently the 
practice to refrain from taking any step that 
may hamper the subscription. 

A better method is to ask the shareholders 
to return the old certificates for cancellation, 
when they exchange their fuUy-paid letters 
of allotment for the new share certificates. 

The calhng in and cancellation of the old 
share certificates will tend to prevent con- 
fusion in the future, if the new company is of 
the same, or similar, name, and will obviate 
a great deal of inquiry on behalf of deceased 
estates ; but their surrender is not essential 
and there does not seem to be any practical 
means of insisting on it and, indeed, in the 
case of those shareholders who do not take 
up shares in the new company and who do not 
otherwise receive any return of capital, there 
appears to be no valid reason or excuse for 
asking for the share certificates to be returned. 

The reconstruction agreement usually con- 
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tains a clause that, as regards the proportion 
of shares in the new company which members 
of the old company are entitled to claim, but 
do not within the specified period, the liquida- 
tor shall use his best endeavours to sell them 
for what they will fetch, the net proceeds of 
sale, after paying all expenses of and inci- 
dental to the sale, being distributed amongst 
the members failing to claim the shares in the 
new company. The distribution of these sums 
(if any) affords an opportunity for calling in 
the outstanding certificates in the hands of 
these shareholders. 



CHAPTER XIII 


ISSUE OF SHARE CERTIFICATES 

Section 67 of the C.A., 1929, provides that 
‘‘every company shall, within two months 
after the allotment of any of its shares, deben- 
tures or debenture stock, and within two 
months after the date on which a transfer of 
any such shares, debentures, or debenture 
stock, is lodged with the company, complete 
and have ready for dehvery the certificates of 
all shares, the debentures, and the certifi- 
cates of all debenture stock allotted or trans- 
ferred, unless the conditions of issue of the 
shares, debentures or debenture stock other- 
wise provide.” 

It is, of course, usually inconvenient to 
have certificates ready for issue within two 
months of allotment, where any large number 
have to be prepared, and where a period is 
allowed within which the allotments may be 
renounced. Consequently, it is frequent for 
the conditions of issue to provide otherwise 
by inserting in the prospectus a note to the 
effect that certificates will be ready at a later 
date. 

The form of the certificate is not laid down, 
and it may be in any appropriate form, such 
as the following — 
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THE BLANK COMPANY, LIMITED. 

Capital £ 

divided into shares of £ each. 

This is to certify that 

of is the Registered 

Proprietor of fully-paid shares, numbered to 

inclusive in the above-named company, subject to the Articles 
of Association and the Rules and Regulations of the said 
Company. 

Given under the Common Seal of the Company 

this day of 193 . 

in the presence of 

Note. No transfer of any portion of the shares comprised 
in this certificate will be registered without the production 
and surrender of this certificate. 

The certificates are usually numbered and 
bound into books with a perforation, so that 
they can be readily extracted, a counterfoil 
being retained in the book. It is convenient 
to have on the counterfoil a reference to the 
allotment or transfer number. 

Certificates will be given under the com- 
pany’s seal, in accordance with the regula- 
tions laid down in the company’s Articles of 
Association as to the use of the seal. 

It is not clear how the practice of sealing 
certificates first arose, or why. In view of the 
provisions of Section 29 of the C.A., 1929, 
which makes it clear that it is not necessary 
for a contract made under English law to be 
under the company’s seal unless it is ‘‘a con- 
tract which if made between private persons 
would be by law required to be in writing, 
and . . . under seal,” it might be thought 
that it would be sufficient for certificates to be 
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signed by officers of the company, but Sec- 
tion 68 provides that “ a certificate, under the 
common seal of the company, specifying any 
shares held by any member, shall be prima 
facie evidence of the title of the member to 
the shares.” Moreover, the Stock Exchange 
requirements, as set out in a previous chapter, 
require that certificates and debentures be 
under seal and autographically signed. Con- 
sequently, anomalous as it may seem, certifi- 
cates issued by companies registered under 
the Companies Act should always be under 
seal, though it is not the practice of railway 
companies, formed under special Acts of 
Parliament, to seal their stock certificates. 

Incidentally, it may be noted that the 
irritating practice of some company secre- 
taries to require that apphcations by invest- 
ment companies for new issues and registra- 
tion apphcations by them for issues acquired 
by them on renunciation letters is quite 
unnecessary, having regard to the provisions 
of Section 29, noted in the previous para- 
graph. It is set out therein that “a contract 
which if made between private persons would 
be by law required to be in writing, signed by 
the parties to be charged therewith, may be 
made on behalf of the company in writing 
signed by any person acting under its author- 
ity, express or imphed.” Also, “a con- 
tract which if made between private persons 
would by law be valid although made by 
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parole only, and not reduced into writing, 
may be made by parole on behalf of the com- 
pany by any person acting under its author- 
ity, express or implied.” The contract to 
take shares consists in the apphcation (the 
offer) and the allotment (the acceptance) and 
there is no law requiring such a contract, if 
made between private persons, to be under 
seal (or even reduced into writing), so that an 
apphcation on behalf of a company made by 
the secretary of that company (without the 
seal of the company) is just as binding as an 
apphcation made in the same manner by a 
private person on his own behalf. 

Certificates wih, of course, be issued only 
against surrender of the fully-paid allotment 
letters, which should then be cancelled. If 
by the terms of issue, part of the amount due 
on the shares is deferred, to be caUed up 
later, certificates will be issued for partly -paid 
shares against the allotment letters, the pay- 
ment of further calls on the shares being 
subsequently endorsed on the certificates 
against surrender of the receipted call letters. 
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CHAPTER XIV 


CALLS 

Frequently the terms of issue provide for 
the whole amount payable on shares and 
debentures being paid up by definite dates 
set out in the prospectus, but sometimes part 
of the unpaid amount is left to be called up 
by the directors as and when required. 

Where this is the case, upon the directors 
deeming it desirable to make a call, it wiU be 
necessary to refer to the provisions of the 
Articles of Association and to proceed in 
accordance therewith. These may contain 
provisions that no call shall exceed, say, 
one-fourth of the nominal amount of a 
share or be made payable within two months 
after the last preceding caU was payable 
and may also set out the length of notice to 
be given. 

If the power to make calls is vested in the 
directors (this is usually the case), they will 
pass a resolution that a call of so much per 
share be made on the shareholders, ‘‘payable 
on the day of 19 

at the Company’s bankers.” 

The secretary will then prepare and send 
out the call letters, which may be worded as 
follows — 
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No. 

THE BLANK COMPANY, LIMITED. 

(Address and Date) 

(Shareholder’s Name and Address) 

Dear Sir (or Madam), 

Call of per share. 

I am instructed to inform you that the Board of Directors 
have, by a resolution dated , made a call 

of per share on the partly 'paid shares of the com- 

pany, payable on 

The number of partly -paid shares registered in your name 
is , and the amount of the call thereon, 

viz. £ should be paid to the company’s 

bankers. Bank Limited, on or before 

the . This notice should 

accompany your remittance ; the notice will then be receipted 
and returned to you, after which it should be forwarded to the 
company, together with the share certificate, in order that the 
certificate may be endorsed with a note of the payment of the 
call. 

Failure to pay the call on the due date renders the shares 
and all previous payments liable to forfeiture. Interest at 
the rate of per cent per annum may be charged on 

all overdue amounts. 

Yours faithfully. 

By Order of the Board, 

Secretary. 

Cheques should be made payable to Bearer and crossed 
“Not negotiable, a/c the Blank Company Limited.” If altered 
from “Order” to “Bearer,” the alteration should be signed 
by the drawer. 


Received the day of 19 

for account of the Blank Company, Limited, the amount of 
the Call stated above. 



Receipt 

Stamp 





Cashier. 


-perforation- 


No. 

THE BLANK COMPANY, LIMITED. 


£ 


Call of 


per share due 19 

Date of payment 
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The call is made when the resolution is 
passed and is o\ving from the date it is made, 
although payable subsequently. It is neces- 
sary that all formalities in connection with 
the making of the call should be strictly 
carried out — e.g. the resolution must be 
passed at a board meeting, properly con- 
vened, at which a quorum of directors is 
present, and must be in accordance with the 
powers given by the company’s Articles of 
Association. Failure to pay attention to all 
such details may render the call invahd. 

It is usually provided in Articles of Associa- 
tion for notices in the case of joint holders to 
be sent to the one named first on the Register, 
and, where this is the case, this procedure 
will be followed in sending out the call 
notices to joint holders. The hability is a 
joint one, unless the Articles of Association 
provide that it shall be a joint and several 
liabihtv. Such a provision is commonly 
included. 



CHAPTER XV 


WRITING UP SHARE REGISTERS 

When the period, if any, allowed for renuncia- 
tion has lapsed and the list of allotments is 
finally settled, the work of writing up the 
Share Register should be proceeded with as 
rapidly as possible. The allotment sheets 
will form a temporary register until the work 
of recording the list of members in a more con- 
venient form is completed, but as a Register 
of Members it can only be regarded as pro- 
visional, as the names of those renouncing 
allotment will not be entered on the per- 
manent register. 

Section 95, C.A., 1929, provides that 
“Every company shall keep in one or more 
books a register of its members, and enter 
therein the following particulars — 

“(a) The names and addresses, and the 
occupations, if any, of the members, and 
in the case of a company having a share 
capital a statement of the shares held by 
each member, distinguishing each share 
by its number, and of the amount paid or 
agreed to be considered as paid on the 
shares of each member ; 

“(6) The date at which each person was 
entered in the register as a member ; 
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“ (c) The date at which any person ceased 
to be a member: 

“Provided that, where the company has 
converted any of its shares into stock and 
given notice of the conversion to the 
Registrar of Companies, the register shall 
show the amount of stock held by each 
member instead of the amount of shares 
and the particulars relating to shares 
specified in paragraph (a) of this sub- 
section.” 

Section 96 provides that “every company 
having more than fifty members shall, unless 
the Register of Members is in such a form as 
to constitute in itself an index, keep an index 
of the names of the members of the company.” 

It is consequently convenient to keep the 
Register in loose-leaf form, so as to constitute 
in itself the index. 

From time to time doubts are raised as 
to whether a Register in loose-leaf form 
complies with the requirement that it shall 
be kept “in one or more books.” It is sub- 
mitted that, in fact, it does, provided the 
sheets are properly fastened in a binder and 
there are safeguards for keeping the binder 
locked, the keys being held by responsible 
officials. Indeed, the words in Section 96 
“unless the Register of Members is in such a 
form as to constitute in itself an index” 
would appear to suggest that the practice 
of keeping the Register in loose-leaf form, 



Date of Entry as a Member 

Date of Ceasing to be a Member 
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the sheets being arranged in the form of an 
index, was recognized. The practice is so 
well estabhshed in the case of practically 
all companies (other than quite small com- 
panies) that it is difficult to imagine that it 
would now be seriously assailed. 

The specimen on page 95 will be found to 
be a useful form. 

A similar form of register will be necessary 
for debenture or debenture stock holders. In 
the case of registers for all forms of stock, 
the columns for distinctive numbers will not 
be required. 



CHAPTER XVI 

TRANSFERS OF SHARES 


It is presumed that the reader will be 
acquainted with the common form of transfer 
in use for transferring shares or stock, which 
can be purchased at any law stationers, and 
the correct way in which this should be filled 
up and stamped by the Inland Revenue. 

When transfers are presented to the com- 
pany for registration and found to be in 
order and accompanied by the certificate for 
the shares or stock to be transferred, the 
certificate should be at once cancelled and en- 
dorsed with a note as to what has happened, 
in some such form as the following — 

New 

Transfer Name of No. of Distinctive Cert. 

Date No. Transferee Shares Numbers No. 

A receipt should then be issued for the 
transfer from a counterfoil receipt book, for 
which purpose the following wiU be found 
to be a suitable ruhng — 


No. 


THE BLANK COMPANY, LIMITED. 

(Address) 

193 


Transfer Receipt 

Received of 

the undermentioned transfer deed(8) of shares in this Com 
pany, fully paid, for registration, together with £ : : 

registration fees. 
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Transfer 

No. 

Transferor 


No. of Shares 

1 ransieree 

Pref. 

Ord. 







Distinctive 

Numbers 

From 

To 




Off 

Cert. 

No. 


Secretary. 

Subject to the transfers being passed by the Directors, the 
new certificates will be ready on 

Transfer Hours: 11 till 3 (Saturdays excepted). 


If there is a balance of shares not trans- 
ferred from the surrendered share certificate, 
a balance ticket should be given from a 
counterfoil book, for which purpose the fol- 
lowing ruling may be used — 

THE BLANK COMPANY, LIMITED. 

No. (Address) 


193 


Balance Ticket 

This ticket represents shares of 

each, paid, in the name of 

numbered to 

inclusive, being balance of shares on 
Certificate No. left at the Company’s office this 

day. A share certificate in exchange for this ticket will 
be ready on 

Secretary. 

Transfer Hours: 11 to 3 (Saturdays excepted). 
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A few companies are in the habit of 
exacting a charge of Is. for preparing a 
balance certificate, but as shareholders are 
entitled to a certificate without payment for 
shares acquired and as they are required to 
surrender it when they transfer any of the 
shares comprised in it, the writer submits 
that any charge cannot properly be sus- 
tained. It is, of course, different where a 
duplicate certificate is issued in exchange for 
one defaced or lost, where such charge as is 
authorized by the Articles of Association 
(usually Is.) may be made. 

THE BLANK COMPANY, LIMITED. 

(Address) 

193 . 

Dear Sir (or Madam), 

The under-mentioned deed(s) of transfer, pui’porting to be 
signed by you, transferring shares in this company now 
standing in your name, has (have) been lodged for certification. 
In the event of no notification to the contrary being received 
by return of post, I shall assume the deed(s) to be in order, 
and it (they) will be dealt with by the Directors accordingly. 

Yours faithfully, 

Secretary. 


Particulars of Deeds lodged. 


No. of shares 

In whose favour executed 

Prof. 

Ord. 

! 
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As some guard against forgery, it is cus- 
tomary (and desirable) to issue, as soon as a 
transfer is lodged for certification, a notice 
to the transferring shareholder as given on 
the previous page. 

Transfers will be entered in a Register of 
Transfers with columns for — 

Date. 

No. of Transfer. 

Folio in Register of Members. 

Transferor’s Name. 

,, Address. 

,, Occupation. 

Transferee’s Name. 

,, Address. 

„ Occupation. 

Folio in Register of Members. 

Number of shares (or amount of stock) transferred. 

Distinctive Numbers of Shares. 

Consideration per Share (or per cent of Stock). 

The last column can be dispensed with, if 
desired, though it is often found convenient 
to have a ready record available of the prices 
at which shares or stock have changed hands. 

From this register, when the transfers 
have been passed by the Board, they will be 
posted to the Register of Members. 



CHAPTER XVII 

CAPITAL ENTRIES IN BOOKS OF ACCOUNT 

The entries to be made in the books of 
account upon an issue of shares being made 
will be to credit the capital issued to Share 
Capital Account, debiting the amounts pay- 
able on Application and Allotment, on First 
Instalment, on Second Instalment Account, 
etc., to accounts under those names, which 
are closed from postings from the Cash Book. 

The amounts received by the Bank on 
share and debenture accounts will be placed 
to special accounts by the Bank, the total 
of which will be transferred daily to the 
general account. As the details will be 
marked off, as paid, on the allotment sheets 
or apphcation forms, there is no necessity to 
record the details in the books of account, 
but merely the daily totals transferred to the 
general account, which are then posted to 
the appropriate ledger accounts. 

A hst of overdue amounts can readily be 
prepared at any time, and steps should be 
taken to get them in without delay. 

The following are specimen entries in the 
books of account of a company formed with 
a share capital of £300,000, divided into 
100,000 Preference shares of £1 and 200,000 
Ordinary shares of £1. The seven signatories 
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to the Memorandum of Association each take 
one Ordinary share and there are offered for 
subscription 100,000 Preference shares at 
par, payable 2s. 6d. per share on application, 
7s. 6d. per share on allotment and 10s. per 
share one month after allotment ; also 
100,000 Ordinary shares at 22s., payable 5s. 
per share on apphcation, 7s. (including the 
premium of 2s.) per share on allotment and 
10s. per share one month after allotment, 
the remaining 99,993 Ordinary shares being 
allotted to the Vendor as fully paid up in 
satisfaction of £99,993 of the purchase con- 
sideration. There are also offered for sub- 
scription £150,000 debenture stock at 95, 
payable 10 per cent on application, 25 per 
cent on allotment, 30 per cent one month 
after allotment and 30 per cent two months 
after allotment, which takes place on 1st 
January, the company having been regis- 
tered the previous 23rd December. 

£ s. d. £ s. d. 

Dec. 23. Share Application and Allotment 3 10 0 

Final Instalment on Shares . Dr. 3 10 0 

To Ordinary Share Capital . 7 0 0 

(seven signatories^ shares) 

Jan. 1. Share Application and Allot- 
ment. . . . Dr. £110,000 

To Preference Share Capital . 60,000 0 0 

Ordinary Share Capital . 50,000 0 0 

Share Premium . . 10,000 0 0 

(amoimts due upon allotments being made) 

Debenture Stock Application and 

Allotment .... £62,600 

Discount on Debenture Stock Dr. £7,600 

To Debenture Stock . . 60,000 0 0 

(amounts due and discount upon 
allotments made) 



CAPITAL ENTRIES OF ACCOUNTS 103 


£ s. d. 

Feb. 1. Final Instalment on Shares Dr. £100,000 

To Preference Share Capital . 60,000 0 0 

Ordinary Share Capital . 50,000 0 0 

(final instalments due on shares) 

Feb. 1. Debenture Stock First Instal- 
ment . . . Dr. £46,000 

To Debenture Stock . . 46,000 0 0 

(first instalment due on debenture 
stock) 

Mch. 1. Debenture Stock Second Instal- 
ment. . . . Dr. £45,000 

To Debenture Stock . . 46,000 0,0 

(second and final instalment due 
on debenture stock) 

Vendor (Purchase A/c) . Dr. £99,993 

To Ordinary Share Capital . 99,993 0 0 


Dr, Share Application and Allotment Cr. 

£ 8. d. £ s. d. 

Dec. 23. To Ordinary Dec. 23. By Cash . . 3 10 0 

Share Capital . 3 10 0 31. „ „ . . 37,500 0 0 

Jan. 1. „ Sundries . 110,000 0 0 Jan. 1. „ „ . . 72,500 0 0 

Dr. Final Instalment on Shares Ct. 

£ 8. d. £ 8. d. 

Dec. 23. To Ordinary 

Share Capital. 3 10 0 Dec. 23. By Cash . 3 10 0 

Feb. 1. „ Sundries . 100,000 0 0 Feb. 1. „ „ . . 100,000 0 0 

Dr. Debenture Stock Application and Allotment Cr. 

Jan. 1. To Debenture Dec. 31. By Cash . . £15,000 

Stock .. . £52,000 Jan. 1. „ „ . . . 37,000 

Dr. Debenture Stock First Instalment Cr. 

Feb. 1. To Debenture Stock £45,000 j Feb. 1. By Cash . . . £45,000 

Dr. Debenture Stock Second Instalment Cr. 

Mch. 1. To Debenture Stock . £45,000 | Mch. 1. By Cash . . . £45,000 

Dr. Ordinary Share Capital Cr. 

Dec. 23. BySundriee . . £7 

Jan. 1. „ Application and 

Allotment . 50,000 

Feb. 1. „ Final Instalment . 60,000 

„ Vendor (Purchase 

A/c) . . 99,993 


£200,000 
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Dr. Pbefebence Shabb Capital Cr. 

Jan. 1. By Application and 

Allotment . £50,000 

Feb. 1. „ Final Instalment . 60,000 

£100,000 

Dr, Debentubk Stock Cr. 

Jan. 1. By Sundries . . £60,000 

Feb. 1. ,, First Instalment . 45,000 

„ Second Instalment 45,000 

£150,000 

Dr. Pbemium on Shares Cr. 

I Jan. 1. By Application and 
1 Allotment . £10,000 

Dr. Discount on Debenture Stock Cr. 

Jan. 1. To Debenture S5ock £7,600 1 

Dr. Vendor (Purchase A/c) Cr. 

Mch, 1. To Ordinary Share I 

Capital , . £99,993 | 

Dr. Cash Cr. 


£ s. d. £ 

Dec. 23. To Share Appli- 
cation and 
Allotment 3 10 0 
„ Final Instal- 
ment on 

Shares . 3 10 0 

7 


Dec. 

31. 

„ Share Application 
and Allotment . 
„ Debenture Stock 
Application and 
Allotment 

37,500 

15,000 

Jan. 

1. 

„ Share Application 
and Allotment . 
,, Deb. Stock do. do. 

72.500 

37.500 

Feb. 

1. 

„ Final Instalment on 
Shares 

100,000 

Fob. 

1. 

,, Deb. Stock, Ist In- 
stalment . 

46,000 

Mch. 

1. 

„ Deb. Stock, 2nd In- 
stalment . 

45,000 


£352,607 



CHAPTER XVIII 

ISSUE OF BONUS SHARES OUT OF RESERVE 
PROFITS 

It is frequently desired to capitalize profits 
(either capital profits or revenue profits) 
which have been set aside to reserve by 
extinguishing an unpaid liability on partly- 
paid shares or by issuing new fully-paid 
shares. 

This course may be adopted, where it is 
authorized by the company’s Articles of 
Association. If there is no provision in the 
Articles of Association, steps must first be 
taken to amend them by special resolution, 
and, where it is proposed to issue new shares, 
it must be seen that the new capital is avail- 
able, faihng which it will be necessary to 
increase the share capital, in accordance with 
the provisions contained in the articles for 
effecting an increase of capital. 

The capitalization is then effected in 
accordance with the procedure set out in the 
articles. These usually provide that the 
company in general meeting may, upon the 
recommendation of the directors, pass a 
resolution to the effect that it is desirable to 
capitahze a sum of undivided profits for the 
time being not required for paying the fixed 
dividends on any preference shares (including 

8--(C.53) 34 PP- 105 



106 ISSUE OF SHARES, DEBENTURES, BONDS 

profits carried and standing to any reserve 
or reserves or other special account or shown 
on a revaluation of assets including goodwill) 
and accordingly that the directors be author- 
ized and directed to appropriate and apply 
such sums of profits in paying up in full 
unissued shares of the company of a nominal 
amount equal thereto and allot and distribute 
such shares credited as fully paid up and 
by way of capitalization of profits to and 
amongst such of the shareholders as would 
be entitled thereto if the same had been dis- 
tributed by way of dividend and in the same 
proportion. 

The Articles also usually contain a clause 
giving full power to the directors to make 
such provisions by the issue of fractional 
certificates or by payment in cash or other- 
wise as they think fit for the case of shares 
becoming distributable in fractions and also 
to make provision for enabling shareholders 
so desiring to renounce their allotments in 
favour of third parties. 

In accordance with Section 42 of the 
Companies Act, 1929, a return of the allot- 
ments will have to be made to the Registrar 
and also a contract constituting the title of 
the allottee, since the shares will be allotted 
as paid up otherwise than in cash. The con- 
tract will be with a trustee on behalf of all 
the members. 

The capitalization can take the form of a 
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different class of share or a distribution of 
debentures or debenture stock. 

Where the capitalization is to extinguish 
an uncalled hability on partly-paid shares, 
the advantage to the shareholders can be 
readily understood, and there may be an 
advantage in distributing as a bonus a dif- 
ferent class of share such as a preference 
share which the holder may have an oppor- 
tunity of selling on the market for cash, 
retaining his share in the equity. 

Where, however, the capitalization merely 
increases the number of shares of the same 
class held by the owners of the equity of the 
business, the advantage is less obvious, since 
it does not in any way alter the proportion 
owned by the shareholders in the equity. 
It may l)e urged that it has a beneficial 
effect on marketabihty by increasing the 
number of shares available for dealing (re- 
ducing the price correspondingly), but the 
same result may be achieved by sub-dividing 
the shares into a larger number of shares of a 
smaller denomination. 

The reason frequently advanced for making 
a bonus distribution of fully-paid shares is 
in order to bring the issued share capital 
more into fine with the real capital employed 
in the business, which may be an advantage 
if it is desired to combat a suggestion that 
the rate of profits earned on the issued capital 
is unduly high. 
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The advantages are psychological rather 
than logical, but probably none the less real, 
as such issues are undoubtedly viewed with 
favour by recipients and it is usually found 
that the market price of the shares is not 
reduced proportionately by the amount of 
the bonus issue, as theoretically it should be. 
The chief reason for this is probably a con- 
viction on the part of the public that the 
directors would not have recommended the 
bonus distribution if they contemplated a 
proportionate reduction in the rate of future 
dividends. 

Such a method of distributing profits is 
particularly welcome to sur-tax payers, who 
naturally prefer to receive profits as capital 
rather than as income. 

Where there are preference shares in issue, 
a capitahzation of revenue profits fortifies 
their position by increasing the amount of 
issued capital behind their security, and 
definitely placing it beyond the power of 
the company to distribute in cash the revenue 
profits previously placed to reserve. 



CHAPTER XIX 

FINES 

The Companies Act, 1929, is honeycombed 
with penalties for contravention of its re- 
quirements, and the following table should 
serve to show all those who are in any way 
concerned with the administration of joint 
stock companies the importance of famihariz- 
ing themselves with the requirements of the 
Act and of complying strictly with its pro- 
visions. 

COMPANIES ACT, 1929 
FINES 


Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

5, ss. 7. 

Non-delivery to Registrar of office 
copy of order of Court confirming 
alteration of Memorandum, to- 
gether with printed copy of 
Memorandum, as altered within 
fifteen days from date of order or 
extended period. 

£10 per 
day. 

Company. 

7, ss. 3. 

Non-delivery of notice of increase in 
number of members beyond regis- 
tered number in a company not 
having a share capital within 
fifteen days. 

£6 per 
day. 

Company 
and every 
officer. 

19, ss. 3. 

Failure to change name within six 
weeks or such longer period eis 
Board of Trcido allow where it con- 
tains words ** Chamber of Com- 
merce** and requisite licence heis 
been revoked. 

£50 per 
day. 

Company. 

23 

Failure to send a member, on re- 
quest (subject to payment not ex- 
ceeding Is. and in case of Act of 
Parliament such sum not exceed- 
ing published price) copy of 
Memorandum and Articles also 
copy of emy Act of Parliament 
which alters Memorandum. 

£1 each 
offence. 

Company 
and every 
officer. 
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1 

Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

24f ss. 2. 

Issues of copies of Memorandum not 

£1 per 

Company 

58, ss. 6. 

in accordance with alterations 
made therein. 

copy. 

and every 
officer. 

27. 

Non-delivery to liogistrar for regis- 
tration of a prospectus or a state- 
ment in lieu of prospectus in 
requisite form, within fourteen 
days of the alteration of the essen- 
tial Articles of a Company consti- 
tuting it a private company. 

£50 

Company 
and every 
officer. 

34. 

Non-delivery to Registrar of a copy 
of the prospectus for registration 
on or before date of its publica- 
tion. 

£5 per 
day after 
date of 
issue. 

Company 
and every 
person who 
is know- 
ingly a 
party to 
the issue. 

35, ss. 3. 

Failure to issue a prospectus, com- 
plying with the section, with 
every form of application for 
shares or debentures of a company, 
unless specifically excepted. 

I £500. 

Any 

person 

respon- 

sible. 

40. 

Non-delivery to Registrar within at 
least three days before the first 
allotment of shares or debentures, 
of a statement in lieu of prospec- 
tus, signed by every person named 
therein as a director or proposed 
director, where a company does 
not issue a prospectus on or with 
reference to its formation. 

£100. 

Company 
and every 
director. 

42. 

Non-delivery to Registrar within 
one month of allotment or ex- 
tended time of (a) return of allot- 
ments in respect of shares issued 
for cash, and (6), a contract in 
writing constituting the title of 
the allottee, in the case of shares 
allotted as fully or partly paid up 
for a consideration other than 
cash. 

£50 per 
day. 

Every 
director, 
manager, 
secretary, 
or other 
officer. 

43. 

Failure to deliver to Registrar a 
statement in the prescribed form 
disclosing the amoimt or rate per 
cent of commission, before the 
payment of such commission, 
provided such commission is not 
disclosed in a prospectus or state- 
ment in lieu of prospectus. 

£25. 

Company 
and every 
officer. 
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Section 

Offence 

Amoimt 

not 

exceeding 

By whom 
incurred 

44. 

Failure to state in the Balance 
Sheet, the total amount of com- 
mission paid in respect of shares 
or debentures or discoimt allowed 
in respect (jf debentures until such 
amounts are written off. 

£5 per 
day. 

Company 
and every 
officer. 

45. 

Giving any financial assistance in 
connection with a piuchase of the 
shares of the company in contra- 
vention of the section. 

£100. 

Company 
and every 
officer. 

46, S3. 2. 

Failure to include in the Balance 
Sheet a statement specifying what 
part of the issued capital consists 
of redeemable preference shares, 
and the date on or before which 
those shares are, or are to be liable, 
to be redeemed. 

£100. 

Company 
and every 
officer. 

47, ss. 3. 

Failure to include in every prospec- 
tus relating to the issue of shares 
and every Balance Sheet, par- 
ticulars of disc.ount allowed on 
shares issued, less any amounts 
written off. 

£5 per 
day. 

Company 
and every 
officer. 

51. 

Failure to give notice to Registrar 
specifying the shares consolidated, 
divided, converted, sub-divided, 
redeemed, or cancelled, or of any 
stock reconverted, within one 
month of such alterations. 

1)5 per 
day. 

Company 
and every 
officer. 

52. 

Non-delivery to Registrar of notice 
of increase of share capital to- 
gether with particulars and con- 
ditions of issue and a printed copy 
of the resolution authorizing the 
increase within fifteen days after 
the passing of such resolution. 

£5 per 
day. 

Company 
and every 
officer. 

54, ss. {(j) 

Failure to show in the accounts of 
the company, the share capital on 
which, and the rate at which, 
interest has been paid out of 
capital during the period to which 
the accounts relate. 

£50. 

Company 
and every 
officer. 

60. 

Wilful concealment of the name of 
any creditor entitled to object to 
a reduction of capital or mis- 
representing the nature or amount 
of the debt or claim of any 
creditor or aiding or being privy to 
such concealment or misrepresen- 
tation. 

(Mis- 

demean- 

our) 

Director, 
manager, 
secretary 
or other 
officer. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

61, 88. 5. 

Failure to forward to the Registrar 
a copy of the order of the Court 
upon an application under this 
section for variation of share- 
holders’ rights, within fifteen 
days after the making of the 
order by the Court. 

£5 per 
day. 

Company 
and every 
officer. 

66. 

Failure to forward to the transferee 
notice of refusal to register a 
transfer within two months after 
date of lodgment with the com- 
pany. 

£.') por 
day. 

Company 
and every 
officer. 

67. 

Failure to complete and have ready 
for delivery certificates of shares, 
debentures and certificates of 
debenture-stock within two 

months after allotment or the 
date of lodgment of the transfer 
unless conditions of the issue of 
the shares, debentures, or deben- 
ture stock otherwise provide. 

£5 per 
day. 

Company 
and every 
officer. 

73. 

Failure to allow inspection of the 
Register of Debenture-holders to 
every registered holder of such 
debentures and to every holder of 
shares except on duly authorized 
occasions or refusal to forward a 
copy of the Register of Deben- 
ture-holders or the Trust Deed 
securing any issue of debentures 
at a charge of sixpence per 100 
words, or in the case of a printed 
Trust Deed not more than one 
shilling to all authorized persons. 

£5 and 
further 
a default 
fine of 
£2. 

Company 
and every 
officer. 

1 

80. 

Non-delivery to the Registrar with- 
in twenty-one days of the creation 
of the charge of particulars of 
every charge created by the com- 
pany and of issues of debentures 
of a series requiring registration 
under Section 79, unless registra- 
tion has been effected by some 
other interested person. 

£50 per 
day. 

Company 
and every 
officer or 
other 
person. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

81. 

Non -delivery to the Registrar of the 
prescribed particulars of the 
charge together with a certified 
copy of the instrument by which 
it was created, within twenty -one 
days after the completion of the 
acquisition of property subject to 
a charge required to be registered 
under Section 79. (Where the 
property is situate and the 
charge was created outside Great 
Britain then within twenty-one 
days of receipt in the United 
Kingdom of a copy of the instru- 
ment.) 

£50. 

Company 
and every 
officer. 

83, ss. 2. 

Knowingly and wilfully authorizing 
or permitting the delivery of any 
debenture or certificate of deben- 
ture stock which has not a certifi- 
cate of registration endorsed on 
it where such a certificate is re- 
quired by this section. 

£100. 

Any 

person. 

86. 

Default in giving notice to the 
Registrar within seven days of 
the appointment of a receiver or 
manager of the property of a com- 
pany and of default in giving 
Registrar notice of ceasing to act 
as receiver or manager under the 
powers of any instrument. 

£5 per 
day. 

Any 

person 

obtaining 

the 

appoint- 

ment. 

88. 

Knowingly and wilfully authorizing 
or permitting the omission of any 
entry required to be made in the 
Register of Charges imder this 
section. 

£50. 

Director, 
manager, 
or other 
officer. 

89. 

Refusal to allow inspection of copies 
of instruments creating mort- 
gages and charges and company’s 
Register of Charges by any 
creditor or member without fee 
or inspection of the Register of 
Charges by any other person on 
payment of a sum not exceeding 
one shilling. 

£5 plus 
£2 per 
day. 

Director, 
manager, 
or other 
officer. 

92. 

Failure to give Registrar notice of 
the situation of the registered 
office or of any change therein, 
within twenty-eight days after 
the date of incorporation of the 
company or of the change. 

£6 per 
day 
default 
fine. 

Company 
and every 
officer. 


«a~(C.53) 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

93, ss. 2. 

Failure to paint or affix its name on 
the outside of every office or place 
in which its business is carried on 
in legible letters and in a con- 
spicuous position. 

£5. 

Company 
and every 
officer. 


Failure to keep its name painted or 

£5 per 

Company 


affixed in the above manner. 

day. 

and every 
officer. 

02, ss. 3. 

Failure to have tlie name of the com- 
pany engraved in legible charac- 
ters on its seal or failure to men- 
tion its name in all notices, 
advertisements, bills of exchange, 
promissory notes, endorsements, 
cheques, orders for money or 
goo(ls, bills of parcels, invoices, 
receipts, and letters of credits. 

£50. 

Company. 

92, ss. 4. 

Issuing or authorizing the issue of 

£50 and 

Director, 


the aforementioned documents 

personal 

Manager or 


wherein its name is not mentioned 

liability 

officer or 


in the required manner or using 
or authorizing the use of a seal of 
the company which is not en- 
graved in the required manner. 

to holder. 

any person 
on the 
Company’s 
behalf. 

94. 

Failure to deliver to the Registrar a 

£50 per 

Every 

1 

statutory declaration by the sec- 
retary or one of the directors in 
the prescribed form that the con- 
ditions of this section have been 
complied with before the com- 
mencement of business or the 
exercise of borrowing powers by 
the company and in the case of a 
company with a share capital but 
not issuing a prospectus to the 
public, also a statement in lieu of 
a prospectus. 

day. 

person 

respon- 

sible. 

95. 

Failure to keep in one or more books 

£5 per 

Company 


a register of its members contain- 
ing the particulars laid down 
under this section. 

day. 

and every 
officer. 

96. 1 

Failure to keep in a company having 

£5 per 

Company 


more than fifty members an index 
of the names of the members, 
unless the Register of Members is 
in such a form as to constitute it- 
self an index and default in 
making within fourteen days 
after the date of an alteration in 
the Register the necessary altera- 
tion in the index. 

day. 

and every 
officer. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

98, 88. 3. 

Failure to allow inspection of the 
Register of members except on 
duly authorized occasions to any 
member without charge or to any 
other person on the payment of a 
sum not exceeding one shilling or 
of failure to send within ten days 
after the request is received by 
the company a copy of the Regis- 
ter required by any person on 
payment of a sum not exceeding 
sixpence per 100 words. 

£2 for 
each 
offence 
plus a 
default 
fine of 
£2. 

Company 
and every 
officer. 

103, 88. 2. 

Failure to give notice to the Regis- 
trar within fourteen days of the 
opening, change or discontinuance 
of any office at which any domin- 
ion registers are kept. 

£5 per 
day. 

Company 
and every 
officer. 

104, 88. 3. 

Failure to transmit to its registered 
office a copy of every entry in its 
dominion register as soon as may 
be after the entry is made and to 
keep at its registered office a 
duplicate of its dominion register. 

£5 per 
day. 

Company 
and every 
officer. 

110, 88. 4, 

Failure to forward a copy of the 
annual return and summary con- 
taining the requisite particulars 
signed by a director, manager or 
secretary of the company forth- 
with to the Registrar after its 
completion within twenty-eight 
days of the first or only general 
meeting in the year. 

£5 per 
day. 

Company 
and every 
officer. 

112. 

Failure to hold a general meeting of 
a company once at least in every 
calendar year and not more than 
fifteen months after the holding of 
the last preceding general meeting. 

£50. 

Company 
and every 
director 
and 

manager. 

113. 

In the case of a company limited by 
shares or a company limited by 
guarantee and having a share 
capital, but not a private com- 
pany, failure to hold a statutory 
meeting and to forward to every 
member a statutory report in the 
form laid down in the section 
within the requisite period. 

£50. 

Every 

director. 

113, 88. 5. 

Failure of the directors to cause a 
copy of the statutory report duly 
certified to be delivered to the 
Registrar forthwith after it has 
been forwarded to the members. 

£60. 

i Every 
director. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

113, 88. 6. 

Failure of the directors to produce at 
the commencement of the statu- 
tory meeting and to lay open and 
accessible throughout the meet- 
ing a list containing particulars of 
the members and of their hold- 
ings. 

£60. 

Every 

director. 

118, 89. 5. 

Failure to forward to the Registrar 
a printed copy of every special or 
extraordinary resolution or any 
other resolution or agreement 
required by the section within 
fifteen days after the passing or 
making thereof. 

£2. 

Company 
and every 
officer. 

1 18, 88. 6. 

Failure where Articles have been j 
registered to embody or annex to i 
every copy of the Articles issued 
subsequently to the passing of a 
resolution to which the section 
refers, a copy of any such resolu- 
tion or agreement. 

Failure where no Articles have 
been registered, to forward to any 
member at his request for a sum 
not exceeding one shilling a 
printed copy of such resolution or 
agreement. 

£1 per 
copy. 

Company 
and every 
officer 
including 
liquidator. 

121. 

Refusal to allow inspection by a- 
member of the General Meetings 
minute book during the proper 
periods, or failure to furnish 
within seven days of a request by 
a member, a copy of such minutes 
at a cost not exceeding sixpence 
per 100 words. 

£2 plus 
default 
fine of £2. 

Company 
and every 
officer. 

122. 

Failure to keep such proper books of 
account as are laid down in the 
section, at the registered office of 
the company or such other place 
as the directors think fit. 

Imprison- 
ment for a 
term not 
exceeding 
six months 
or £200. 

Directors. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

123. 

Failure of directors to lay before the 
company in general meeting not 
later than eighteen months after 
the incorporation of the company 
and subsequently once at leaat in 
every calendar year, a profit and 
loss accoimt or, in the case of a 
company not trading for profit, 
an income and expenditure 
account for the periods specified 
j in the section, together with a 
balance sheet as at the date to 
which the accoimts are made up, 
and the directors* report in the 
requisite form. 

Imprison- 
ment for a 
term not 
exceeding 
six months 
or £200. 

Directors. 

129. 

Issuing, circulating or publishing 
any copy of a balance sheet 
which has not been signed on 
behalf of the board by two of the 
directors or by the director if 
there is only one director or 
which has not a copy of the 
auditors’ report attached thereto. 

£60. 

Company, 
and every 
director, 
manager, 
secretary 
or other 
officer. 

130, SB. 1. 

(a) Default in sending to all por- 
sons entitled to receive notices of 
general meetings of the company 
not less than seven days before the 
date of the meeting a copy of the 
balance sheet, together with every 
document required by the law to 
be annexed thereto, which is to 
be laid before the company in 
general meeting, together with a 
copy of the auditors* report. 

£20. 

Company 
and every 
officer. 


(6) Failure to furnish any member 

£6 per 

Company 


or holder of debentures within 
seven days of request a copy of 
the last balance sheet together 
with every document required by 
law to be annexed thereto and a 
copy of the auditors’ report, 
unless it is proved that the per- 
son has already been so fur- 
nished. 

day. 

and every 
director, 
manager, 
secretary 
or other 
officer. 

130, SB. 2. 

In the case of a private company. 

£6 per 

Company 


failure to furnish a member with- 
in seven days of request, with 
a copy of the balance sheet 
and auditors* report at a charge 
not exceeding sixpence per 100 
words. 

day. 

and every 
officer. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

131. 

] 

Failure to publish a periodical state- 
ment in the form set out in the 
7th Schedule to the Act in the 
case of banking, insurance, de- 
posit, provident or benefit com- 
panies or societies or to put a 
copy of such statement in a con- 
spicuous place and to furnish any 
member or creditor of the com- 
pany with a copy for a sum not 
exceeding sixpence. 

1 

£5 per 
day. 

Company 
and every 
director 
and 

manager. 

133. 

For a body corporate to act as 
auditor, unless acting under an 
appointment made prior to 
3/8/1923. 

£100. 

Body 

corporate. 

140. 

Delivery to the Registrar by an 
applicant for registration of the 
Memorandum and Articles of a 
public company having a share 
capital a list of persons who have 
consented to be directors con- 
taining the name of any person 
who has not so consented. 

£60. 

Applicant. 

141. 

Acting as director without obtain- 
ing within two months of the date 
of appointment or such shorter 
period as may be fixed by the 
Articles the share qualification 
specified in the Articles. 

£5 por 
day. 

Persons 
acting as 
directors. 

142. 

For an undischarged bankrupt to 
act as director or take part in the 
management of a company with- 
out leave of the Court. 

Im- 
prison- 
ment 
and/or 
fine £600. 

Undis- 

charged 

bankrupt. 

144. 

i 

Failure to keep a Register of Direc- 
tors or Managers containing the 
requisite particulars or to send a 
copy thereof to the Registrar at 
the requisite time with any 
changes therein or failure to allow 
inspection of the Register by any 
member without charge and by 
any other person on the pay- 
ment of a sum not exceeding on© 
shilling. 

£2 per 
day. 

Company 
and every 
officer. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

145. 

Failure to state on all trade cata- 
logues, circulars, show cards, and 
business letters on or in which the 
company’s name appears the 
requisite particulars as to direc- 
tors, except where exemption is 
granted by the Board of Trade. 

£5. 

Every 
director 
and every 
officer of 
a corpora- 
tion acting 
as a 

director. 

146. 

Failure to give notice in writing to 
a person proposed as director or 
manager that his liability will be 
unlimited where it is so provided 
by the memorandum. 

£100. 

Promoters, 
director, 
manager, 
secretary or 
proposer. 

148. 

Failure on demand by the members 
in the requisite manner to furnish 
all members with a statement of 
the directors’ remuneration, certi- 
fied by the auditors, within the 
requisite period and giving the 
necessary particulars. 

£50. 

Any 

director. 

149. 

Failure by a director to give the 
requisite notice of his interest in a 
contract or proposed contract. 

£100. 

Director. 

150. 

Failure to disclose to members and 
to obtain the approval of the 
company to any payments re- 
ceived by directors for loss of 
office or on retirement. 

£25. 

Director or 
any person 
properly 
required to 
do so. 

153. 

Failure to annex a copy of the 
order of the Court of a com- 
promise or arrangements under 
this section to every copy of the 
Memorandum or instrument de- 
fining the constitution of the 
company subsequently issued. 

£1 per 
copy. 

Company 
and every 
officer. 

154. 

Default in delivering to the Regis- 
trar an office copy of the court 
order under the section within 
seven days of the making of such 
order. 

£5 per 
day. 

Company 
and every 
officer. 

181. 

Default in submitting to the official 
receiver a statement of the com- 
pany’s affairs in the requisite 
form and within the requisite 
period where a court has made a 
winding up order or appointed a 
provisional liquidator. 

£10 a 
day. 

Any re- 
sponsible 
person 
without 
reasonable 
excuse. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

217. 

Acting as director or taking part in 
management in contravention of 
an order of the court based on the 
Official Receiver’s further report 
in the winding up of a company 
by the court. 

Im- 

prison- 

ment 

and/or 

£600. 

Any 

person. 

221. 

Failure by the liquidator to report 
the dissolution order to the regis- 
trar within fourteen days of the 
making of such order. 

£6 per 
day. 

Liquidator 

226. 

Failure to give notice by advertise- 
ment in the Gazette within seven 
days of the passing of a resolution 
for voluntary winding-up. 

£6 per 
day. 

Company, 
liquidator 
and every 
officer. 

235. 

Default in summoning a general 
meeting of the company at the 
end of each year from the date of 
commencement of the winding up 
and laying before such meeting an 
accoimt of the Liquidator’s acts, 
dealings and of the conduct of the 
winding up during the preceding 
year in a members’ voluntary 
winding-up. 

£10. 

Liquida- 

tor. 

i 

236. ss. 3. 

Failure to send to the Registrar 
within one week of the final meet- 
ing a copy of the account laid 
before such meeting, a return of 
the holding of the meeting and of 
its date. 

£5 per 
day. 

Liquida- 

tor. 

236, ss. 5. 1 

i 

F’ailure to deliver to the Registrar 
an office copy of the court order 
for deferring the date of dissolu- 
tion within seven days of the date 
of such order in a members’ volun- 
tary winding-up. 

£6 per 
day. 

1 

Applicant 
for Court 
order. 

238, 88. 2. 

Failure to summon meetings of the 
creditors and the company in the 
requisite manner and to give the 
required notice thereof in a 
Creditors’ Volimtary Winding up. 

£100. 

Company 
and every 
officer in 
default. 

88. 3. 

Failure to lay before the meeting of 
creditors a full statement of the 
company’s affairs with a list of 
creditors and the estimated 
amounts of their claims and to 
appoint a director to preside at 
such meeting in a creditors’ volun- 
tary winding-up. 

£100. 

Directors. 

The 

ss. 4. 

Default in presiding at the meeting 
of creditors. 

£10. 

appointed 

ffirector. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

244. 

Default in summoning a general 
meeting of the company and a 
meeting of creditore at the 
requieite periode and of laying 
before the meetings an account of 
his acts, dealings and conduct in a 
creditors* voluntary winding-up. 

£10. 

Liquida- 

tor. 

245, 88. 3. 

Failure to send to the Begistrar a 
copy of the accoimt laid before 
the final meetings and a return of 
such meetings within one week 
thereafter. 

£5 per 
day. 

Liquida- 

tor. 

88. 5. 

Failure to deliver to the Registrar 
an office copy of the court order 
deferring the date of the dissolu- 
tion of the company within seven 
days of the date of the order. 

£6 per 
day. 

Applicant 
for Court 
Order. 

260. 

Failure to deliver to the Registrar 
notice of Liquidator’s appoint- 
ment in the prescribed form, 
within twenty-one days after 
such appointment. 

£5 per 
day. 

Liquida- 

tor. 

1 

271/277. 

Certain offences antecedent to or in 
course of winding up committed 
by past or present officers of 
companies in liquidation. 

Varying 
terms of 
im- 
prison- 
ment. 

Liquida- 

tor. 

278. 

For a body corporate to act as 
liquidator, unless made prior to 
3/8/1928. 

£100. 

Body 

corporate. 

280. 

Failure to ensure that every invoice, 
order form or business letter in 
which the name of the company 1 
appears contains a statement that 
the company is being wound up, 
where such is the case. 

£20. 

Company 
and every 
director, 
manager, 
secretary, 
other 
officer, 
liquidator, 
receiver, or 
manager. 

283. 

Failure to conform to the rules laid 
down in the section for the dis- | 
posal of the books and papers of 
the company and liqmdator or 
with any directions issued by the 
Board of Trade in connection 
therewith. 

£100. 

Any 

person. 
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Section 

Offence 

Amount 

not 

exceeding 

By whom 
incurred 

284 

Default in a winding-up in forward- 
ing to the Registrar at the requis- 
ite intervals a statement in the 
prescribed form and containing 
the prescribed particulars or to 
allow a creditor or contributory to 
inspect such statement and to 
forward a copy thereof on demand 
at a proscribed fee. 

£50 per 
day 

Liquida- 

tor 

294 

Default in delivering to the Regis- i 
trar within seven days of the date 
of the order, an office copy of a 
Court order declaring the dissolu- 
tion of the company to bo void. 

£5 per 
day 

Applicant 
for order. 

306 

For a body corporate to act as re- 
ceiver imless under an appoint- 
ment made prior to 3/8/1928. 

£100 

Body 

corporate. 

398 

! 

Failure to arrange that every in- 
voice, order for goods or business 
letter being a document on or in 
which the name of the company 
appears, includes a statement 
that a receiver or manager has 
been appointed where such is the 
case. 

£20 

Company 
and every 
director, 
manager, 
secretary, 
other 
officer, 
liquidator, 
and every 
receiver or 
manager. 

310 

Failure to deliver to the Registrar 
at the requisite intervals, an ab- 
stract of Receiver’s receipts and 
payments. 

£6 per 
day. 

Kvory 
receiver or 
manager. 

344/361 

Failure to comply with the pro- 
visions of the sections relating to 
companies incorporated outside 
Great Britain which establish a 
place of business therein. 

£50. Con- 
tinuing 
offences 
£5 per 
day. 

Company 
and every 
officer or 
agent. 

364 

Issuing, circulating, or distributing 
any prospectus or application for 
shares or debentures not in the 
requisite form. 

£500. 

Any per- 
son respon- 
sible. 

356, 88. 5. 

Failure to comply with the pro- 
visions of the section restricting 
the offering of shares to public for 
subscription or purcheise. 

First 
Offence : 
Imprison- 
ment and/or 
£200. 

Subsequent 
offences : 
Imprison- 
ment 

and/or£.')00. 

Any person 
or every 
director 
and 
officer. 
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Offence 

Amount 

not 

exceeding 

By whom 
incurred 

362 

Wilfully making a statement false in 
any material particular in any 
return, report, certificate, balance 
sheet, or other document referred 
to in the eleventh Schedule to the 
Act. 

Im- 

prison- 

ment 

and/or 

£100. 

Any person 
respon- 
sible. 

364 

Using “ Limited ” or any contraction 
or imitation of the word as the last 
word in the name of a business, 
unless duly incorporated with 
limited liability. 

£5 per 
day. 

Any person 
or 

persons. 




INDEX 


Account books, 101, 116 
Advertisement of Prospectus or 
particulars, 34 

Allotment (see also Letter op 
Allotment ) — 
list of, 64, 76, 76 
preliminaries to, in case of 
public companies, 3 
provisional, 75 
return of, 110 
work of, 60 
Annual return, 116 
Applications — 
dealing with, 69 
form of, 64 

issue of form of, 14, 110, 122 
sorting of forms, 61 
Articles of Association, 46, 116 
Auditors, 35, 39, 42, 43, 118 

Balance Sheet, 117 
Balance ticket, 98 
Ballot for allotment, 64 
Bankers, 35, 39, 43 
Bankrupt acting as Director, 118 
Body corporate acting as liqui- 
dator or receiver, 121, 122 
Bonds, 49 
Bonus shares, 106 
Borrowing powers, disclosure of, 
36, 39 

Brokerage, payment of, 8, 36, 40, 
42, 70 

Brokers, 35, 39, 42, 43 
Business, commencement of, 3, 
114 

Calculating machines, use of, 63 
Call letter, 91 
Calls, 90 

Cancellation of certificates, 84 
Capital — 

alteration of. 111 
forms of, 6 
methods of raising, 2 
raising of, 1 
repayment, 7 

statement of, 10, 36, 39-43 
Capital duty, relief of, 83 


Capitalization of profits, 106 
Certificates — 

for debenture stock, 113 
time within which definitive 
certificates are to be issued, 
31, 86, 112 

Charge on assets, 6, 112, 113 
Commission for subscribing — 
disclosure, 10, 36, 40, 42, 110, 
111 

legality of, 8, 20 
Compensation for loss of office, 
disclosure of, 119 
Compromise, 119 
Consent of directors to act, 118 
Contracts — 

by companies, 88 
disclosure of material, 14, 37, 
40, 42, 43 

on issue of shares otherwise than 
for cash, 106, 110 
to take shares or debentures, 65, 
89 

Contractors’ scrip, 30 
Creditors, concealment of, 111 

Date of registration and of cessa- 
tion of membership, 93, 94 
Dealing in securities, 53 
Debentures and debenture stock, 
6, 47 

Definitive documents, 49 
Deposits, minimum amount, 68 

on application, deficiency 

in, 61 

Directors — 

acting in contravention of Order 
of Court, 120 

change to be notified to Stock 
Exchange, 31 

disclosure of names, etc., and 
remuneration, 10, 36, 39, 42, 
43, 119 

payment for shares taken, 4 
Discount allowed on shares, 111 
Disposal of books in winding-up, 
121 

Dissent in reconstruction, 81 
Dissolution order, 120, 121 
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Distinctive numbers, 65 
Dividends to be notified to Stock 
Exchange, 32 
Documents — 

to be filed on formation, 19 
to be lodged with Stock Ex- 
change, 29, 50 
Dominion register, 115 
Duplicate certificates, 99 

Existing company, offer to share- 
holders of, 81 

Extraordinary resolution, 48, 116 

Fictitious names, 67 
Financial assistance for purchase 
of company’s shares. 111 

houses, 71 

Fines, 109 

Foreign companies, 35, 122 
Forgery, guard against, 100 
Formation of company, 17 
Fractional certificates, 106 

General meeting, 115, 120, 121 

Increase in number of members 
(company not having a share 
capital), 109 

Index to Share Register, 94, 114 
Infancy, 66 

Inspection of debenture -holders’ 
register, 112 

of Minute Book, 116 

of Register of Members, 115 

Interest of Directors in contract, 
II9 

paid out of capital. 111 

Investment trust, 77 
Issues of capital, 16 

JoiNT-holders, 92 

Letter of allotment — 
conditional, 78, 80 
desirability of inserting dis- 
tinctive numbers, 30 
form of, 56 

to be numbered and issued 
simultaneously, 31 
to be stamped, 58 
Liquidation, final meeting, 120 
Liquidator’s appointment, 121 
Limited, use of word, 123 
Listing applications, 60, 72 
Lists of brokerage due, 70 


Loan capital, 8, 36, 39 
Loose-leaf registers, 94 

Marketability, 107 
Married women, 66, 77 
Meetings in winding-up, 120 
Memorandum, alteration of, 109, 
110 

and Articles of Association, 

109 

Minimum subscription, 4, 10, 68 
Minors, 66, 77 

Name, change of, 109 

, use of, 114 

Newspapers, notice to, 65 
Nomination, 79 

Offences in winding-up, 121 
Offer for sale, 15 

Offers from house to house pro- 
hibited, 16 

Office, registered, 113 
Over-due amounts, 101 
Over-subscription, 64 

Partly -PAID shares, 81, 89 
Penalties, 109 

Periodical statement (in case of 
banking and certain other 
companies), 118 

Permission to deal on Stock 
Exchange, 27 
material conditions, 44 
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COMMERCIAL MANAGEMENT. By Cunliffe L. Bolling. Second Edition. 
In demy 8vo, cloth gilt, 435 pp. lOs. 6d. net. 

BUILDERS’ BUSINESS MANAGEMENT. By J. H. Bennetts. A.I.O.B. 
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by Charles S. Myers, C.B.E., F.R.S. In demy 8vo, cloth gilt, 134 pp. 
5s. net. 

THE CASE FOR VOCATIONAL GUIDANCE. By Angus Macrae, M.A., 
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In demy 8vo, 140 pp. 3s. Gd. net. 
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H. Barrs Davies, M.A., Soliciior, and F. M. Landau, LL.B., Barrister- 
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HOW TO EXPORT GOODS. By F. M. Dudenby. In crown 8vo, cloth, 
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CHANGES. By W. F. Spalding. In crown 4to, half-leather gilt, 208 pp. 
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lOs. 6d. net. 

BANKERS’ ADVANCES AGAINST PRODUCE. By A. Williams. In demy 
8vo, cloth gilt, 147 pp. Bs. net. 

ENGUSH COMPOSITION AND BANKING CORRESPONDENCE. By 
L. E. W. O. Fullbrook-Leggatt, M.C., B.A. Second Edition. In demy 
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Tovey, F.C.I.S., and H. Lambert Smith, B.Sc. Second Edition. In 
demy 8vo. cloth gilt, 109 pp. 3s. 6d. net. 
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{In the Press). 

PARTNERSHIP LAW. By D. F. de L'Hoste Ranking, M.A., LL.D., 
E. E. Spicer, F.C.A., and E. C. Pegler, F.C.A. Fifth Edition. Edited 
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EXECUTORSHIP LAW AND ACCOUNTS. By D. F. de L'Hoste Ranking. 
M.A., LL.D., E. E, Spicer, F.C.A., and E. C. Peglbr, F.C.A. Size 10 in. 
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TRADE MARK LAW AND PRACTICE. By A. W. Griffiths, B.Sc. (Eng.), 
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Mustob, M.A., LL.B. In demy 8vo, cloth gilt, 218 pp. 78. Bd. net. 
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BUSINESS REFERENCE BOOKS 

THE PRACTICAL SURVEYOR, AUCTIONEER, AND ESTATE AGENT. 
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veyors' Institution : Fellozvofthe Auctioneers' and Estate Agents' Institute, 
etc. Consulting Legal Editor, Graham Mould, of Gray's Inn and the 
Middle Temple, Barrister-at-Law, etc. Size lOj^in. by 9 in., half leather 
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FRAUD AND EMBEZZLEMENT. By Irvine Hubert Dbarnley. In demy 
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THE COTTON WORLD. Compiled and Edited by J. A. Todd. M.A.. B.L. 
In crown 8vo. cloth, 246 pp. 58. net. 

MARKETING OF COTTON. By J. A. Todd, M.A.. B.L. In demy 8vo, 
cloth, 250 pp. lOs. 6(1. net. 

SPICES AND CONDIMENTS. By H. Stanley Redgrcve, B.Sc., F.I.C. In 
demy 8vo, cloth gilt, 378 pp. Ifis. net. 

TEA AND TEA DEALING. By F. W. S. Staveacre. Second Edition. In 
demy 8vo, cloth gilt, 150 pp. 78. 6(1. net. 
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cloth, 110 pp. 88. 6d. net. 
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volumes, in crown 8vo, cloth. Vol. I (without the Metropolis), 58. net, 
Vol. II (within the Metropolis), 8s. 6d. net. 
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THE FUTURE OF EMPIRE TRADE. By J. E. Ray. With a Foreword by 
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GUESE: AND RUSSIAN. Third Edition. In demy 8vo, cloth, 718 pp. 
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A NEW GERMAN-ENGLISH DICTIONARY FOR GENERAL USE. By 
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of the Words and Terms used in Commercial Correspondence. By G. R. 
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PORTUGUESE-ENGLISH AND ENGLISH-PORTUGUESE COMMERCIAL 
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“ART AND LIFE” 

SERIES 

General Editor: 

WRIGHT WATTS MILLER, B.A. 

London (First Class Hons.), M.Ed., Manchester 
Late Campbell Clarke Scholar, University College, London, 

Lecturer of the Borough Road College, and to L.C.C. Literary 
Institutes and the Workers’ Educational A ssociation 

A new series of popular introductions to literature, the arts, and 
other subjects of general interest. The volumes are specially 
intended for evening students voluntarily attending the cultural, 
non-vocational classes held by the L.C.C. Literary Institutes, the 
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Beards, and for all general readers interested in self-culture. 

ECONOMICS: THE STUDY OF WEALTH 
By A. L. Gordon Mackay, M.Litt., M.A., M.Econ, 5s. net. 

BOOKS: AN INTRODUCTION TO READING 
By Wright Watts Miller, B.A., M.Ed., Manchester. 5s. net. 
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By Andrew Buchanan. 5s. net. 
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By W. J. Turner, Music Critic of The Ne.w Statesman. 5s. net. 

IN PREPARATION 

PSYCHOLOGY 

By Dr. Emanuel Miller. 

Each in large crown 8vo, cloth, about 200 pp. 5s. net. 
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COMMON COMMODITIES 
AND INDUSTRIES SERIES 

In each of the handbooks in this series a particular product or industry is 
treated by an expert writer and practical man of business. Beginning with 
the life history of the plant, or other natural product, he follows its develop- 
ment until it becomes a commercial commodity, and so on through the various 
phases of its sale in the market and its purchase by the consumer. Industries 
are treated in a similar manner. 
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